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WE cheerfully surrender a large portion of THE SPECTATOR 
* this week to the publication of several of the papers read be- 
foré the National Convention of Insurance Commissioners, 
whose sessions are being held at Detroit, as we go to press. 
Some of the brightest men in the insurance business were 
booked to present their views of special features of the great 
system of insurance as seen from their standpoints, and the 
papers that we present in this issue of THE SPECTATOR 
proved that no mistake was made in selecting the writers. 
Our despatches from Detroit indicate that the gathering of 
State insurance officials and others identified with the busi- 
ness was an interesting one, and greatly enjoyed by all pres- 
ent. We are unable to give a detailed report of the proceed- 
ings this week, as we go to press while the convention is still 
in session, but the papers herewith will serve to whet the ap- 
petites of our readers for a fuller repast to be served in our 
next issue. 





THERE is not likely to be any more raids on insurance com- 
panies by alleged examiners from the State of Kansas, nor, 
in fact, from any other of the States that have heretofore in- 
dulged in freebooting of this kind. Governor Stanley has re- 
quired Superintendent Church to compel his examiners to 
pay into the State treasury the fees they recently collected 
from insurance companies that they examined. The Gov- 
ernor holds that all fees collected belong to the State, and the 
State will pay for the services of examiners when they are 
required. Under Superintendent McNall his examiners 
went forth on fee gathering expeditions, charging whatever 
sums they pleased, without rendering any equivalent for the 
money, pocketed all they collected, and neither the State nor 
the victimized companies received any benefit from their 
raids. Other State departments indulged in similar “hold 
ups,” with the result that the companies were robbed of 
thousands of dollars. The insurance journals denounced 
with extreme vigor these high handed proceedings, with the 
result that two or three State officials lost their heads, their 
examiners were deprived of their jobs, and more than one 
person connected with these robberies was indicted and pun- 
ished for participation in them. If insurance journalism 
never did anything else in behalf of insurance, it is entitled to 
the lasting gratitude of the companies for the publicity it gave 
to the bogus examinations that were being forced upon them. 
As a result the examiners of the highwayman class have not 
been heard of recently, and are not likely to be for some time 
to come. They certainly will not be if they are required to 


THE SPECTATOR 





103 


account to their respective States for the fees they extort, for 
they are not likely to take the risk of unsavory notoriety for 
the meagre compensation their States would allow them for 
alleged services. 





UNIFORM SCHEDULE RATING. 

HAT shall be the future of fire insurance in this coun- 

try? This problem is one which is a constant puzzle 

to the leading lights of the underwriting world, as well as to 
those lesser ones who give any thought to their business. How 
shall sufficient, and at the same time just, premiums be secured 
without friction between the companies themselves and with- 
out undue obstruction and interference on the part of the 
public or its representatives in legislative assemblies? When 
several years ago the scattered knowledge which had been 
acquired (much of it at great cost) by live underwriters 
throughout the country was crystallized in the Universal Mer- 
cantile Schedule, the first serious step was taken toward 
placing the fire insurance business upon a basis governed by 
reason, instead of guess-work. The average business man 
is open to reason, and when his insurance agent goes to him 
with a bill for premiums in one hand and in the other a sched- 
ule showing that his risk is rated upon its merits, and that 
fairness has been observed in the relative treatment of his 
and other peoples’ properties, he is very likely to regard his 
rating as just, and to pay his premium without demur. 
Under the present system, or, rather, lack of system, a man 
may own three identical buildings with same hazard of occu- 
pancy and approximately the same environment, but located 
in different parts of the country, and he will be called upon 
to pay premiums at three distinct and possibly widely diverse 
rates; and not one of the men who have made these rates 
will be able to demonstrate their justice upon the present 
go-as-you-please plan. If it be admitted that the preponder- 
ance of evidence and opinion is, for the reasons mentioned 
and others equally strong, in favor of the adoption of a uni- 
versal schedule rating system for mercantile risks, then 
arises the question as to the best and most feasible mode of 
putting such a schedule into practical operation. In many 
places it could be done through the machinery of the local 
boards as now established; or individual companies could 
employ their own inspectors to apply the schedule, or terri- 
tory could be divided among a number of companies working 
in harmony, each employing its own inspectors and exchang- 
ing the results of the work. But it cannot be denied that 
under the methods now in vogue, or under any of the plans 
mentioned, there is, and would be, a very considerable multi- 
plication of work. Throughout the business world the ten- 
dencies of the present day are in the direction of economizing 
in labor and money by means of the concentration of effort. 
Every day new and gigantic corporations are formed which 
undertake and expect to transact the business formerly done 
by their component companies and firms at an expense much 
less than the combined expenses of the latter. This leads 
naturally to the idea suggested some years ago by a promi- 
nent underwriter that the business risks of the entire country 
should be rated by schedule by a company to be formed for 
that express purpose, which should sell its specific ratings 
to all purchasers. Surely an equitable and impartial system 
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of schedule rating, applied to all risks alike by an independent 
organization having no interest in the profits to be derived 
from the writing of the risks, should appeal favorably to the 
common sense of every business man, and do away with an 
immense amount of annoyance to which insurance men of 
every grade are now subjected. Of course, objections of 
some character can be raised against this plan, but they are 
not believed to be insuperable. The small army of inspectors 
which would be required by the “Universal Schedule Rating 
Company” would be recruited from the ranks of the insur- 
ance companies. The expense of purchasing rates from the 
rating company would be partly, if not wholly, offset by the 
saving in the salary list, not to mention the probable net in- 
crease in premiums (to which the companies are only too 
evidently entitled), the reduction or elimination of legislative 
expenses, and the smoothness and profit with which the busi- 
ness could then be conducted. If it should be deemed best, 
in order to disarm any possible legislative or judicial action 
or prejudice, the insurance companies could be debarred 
from having any fimancial interest in the rating company— 
the necessary capital could doubtless be readily obtained 
from other sources. The distrust and jealousy now existing 
between companies would be minimized, and executive 
officers would have more time to devote to the elevation of 
the business to a scientific and profitable level. On the 
whole, while reasons, weighty er otherwise, may be urged 
against this general plan, there does not appear to be any- 
thing fundamentally wrong with it; and it, among other plans 
for the amelioration of the condition of underwriters, may be 
worthy of some consideration. 





SPECTATOR SURVEYS. 


IN AND ABOUT NEW YORK. 


A meeting of the New York Fire Insurance Exchange will be held 
to-day at 12 o’clock. The operations of the Exchange are progress- 
ing mucli more satisfactorily than at the time of the last meeting of 
the companies. Manager Hess is exhibiting a steady, firm and im- 
partial hand in the administration of his duties, and that is a source 
of much comfort to all offices loyal to the interests of the Exchange. 

Manager Carl Schreiner of the Munich Reinsurance Company 
arrived last week. 

Report comes that formal charges have been preferred by a cer- 
tain broker against another and much larger brokerage concern. 
The specific claim is that of*the latter making a rebate to the insured 
under a firm name other than its own. 


There has been a very active demand during the past week for 
storage insurances on coffee, cotton, grain and crude rubber. The 
chief points have been Central stores 14 and 16, Independent stores 
2 and 3 and the graded grain system of the Brooklyn Wharf & 
Warehouse Company. 

The forty-day rule of the Exchange has worked wonders with the 
unpaid premium accounts of companies. Probably never before in 
recollections of the oldest veteran of the business have the “out- 
standings” been so small as they are at present. 


Companies are now supplied with a third cabinet. It is a small 
compact one, however, although it contains some eight thousand 
names of duly registered brokers. 

On this subject there is, by the way, a considerable amount of un- 
certainty. According to circular No. 73, issued by the brokerage 
committee, “members are hereby notified that as all temporary certifi- 
cates are now canceled and null and void, business must not be 
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transacted with or commissions paid to a broker who does not show 
a regular certificate from the Exchange. The fact that a broker’s 
name appears in the list must not be taken as evidence that he holds 
his certificate: he must be required to show his certificate before 


being accepted as in good standing.” | 


The exact meaning and effect of this ruling is not clear, and quite 
a number of local underwriters are looking for the issuance of an-) 
other slip which will give an explanation. The doubt expressed by 
many is as to whether a broker of long standing, duly registered and 
with name publisned in the brokers’ cabinet, should be required 
each time that he places a risk.or transacts any business with a com- 
pany to “show-his certificate;” also how does this apply to Boston, 
Philadelphia, Providence, Chicago and other out-of-town brokers, 
whose names appear on the registered list? These brokers cannot 
mail their certificates each time they forward an application to New 
York. 


“Combinations and Trusts, Their Uses and Abuses,” is the subject 
for a conference to be held in Chicago on September 13 and 14. Those 
that will be interested in the conference embrace representatives *of 
labor and capital and of organizations of various kinds. The body 
is known as “The Civic Federation of Chicago.” Fire insurance in- 
terests may be interested in the proceedings, and even represented at 
the conference. 


In fact, a committee has been appointed for this purpose, consist- 
ing of E. C. Irwin, F. C. Moore, H. F. Atwood, Robert B. Heath 
and William B. Clark, to represent the National Board of Fire 
Underwriters. 


Manhattan Fire has appointed W. L. Perrin city agent. 


New York Fire Insurance Exchange has made several important 
rulings: ‘The arbitration committee rules that the rules of the Ex- 
change do not affect the commissions paid by one company to an- 
other, both being members of the Exchange, for the reinsurance of 
risks situated outside the jurisdiction of the Exchange.” “The arbi- 
tration committee rules that the acceptance of a check dated later 
than the time fixed for the payment of premiums under the rules of 
the Exchange must be regarded as a deviation and so dealt with.” 

“The executive committee rules that query sheets sent out on be- 
half of the Exchange must be returned with satisfactory answers to 
queries within one week after date, and that the manager shall 
promptly report to the arbitration committee the name of any com- 
pany or companies failing to comply with this rule. 

“In order to secure uniformity of practice the rate committee rules 
that in computing short rate or any rate not mentioned in the uni- 
form short rate table (Hand Book, page 38), if the resulting short 
1ate contains a fraction less than one-half such fraction shall be 
dropped, but if the result contains a fraction equal to or exceeding 
one-half, then the rate shall include the next higher unit figure. 

“As there seems to be some misunderstanding as to the status of 
rates published by the old Tariff Association on white cards, and 
subsequently marked ‘no reduction,’ the manager rules that such 
cards are to be treated the same as blue cards, and that rates pub- 
lished thereon are subject to only ten per cent reduction. 

“A complaint is made by a New Jersey member that ‘New York 
countermen’ are almost daily accepting risks in Hudson County at 
card rates less thirty per cent, and that brokers also bid on Hudson 
County business at the same reduction. Will members please bear 
in mind that risks in Hudson County, New Jersey, are allowed only 
ten per cent reduction, and see that their countermen are properly in- 
formed to this effect? 

“Nos. 520-522 and 524-528 West Forty-third street. It is stated 
that line on piano factory stock is being offered to cover in both 
these buildings at 1.96, when, in fact, there are separate rates apply- 
ing in Nos. 520-522 and Nos. 524-528, respectively, of 2.835 net and 
1.956 net, and members are requested to note that no average rate 
has been applied for or made here.” 





CHICAGO AND THE WEST. 
The National of Ireland has arrived, but instead of going to a 
real son of Erin, Manager Kendall left the Chicago agency with his 
trusted friends of the New Hampshire regime, Rogers & Rollo. 
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These gentlemen (Charles M. Rogers and Charles E. Rollo) are 
well equipped for giving the company a fine business. Aside from 
the German companies, the Continental companies do not appear to 
cherish the lines of national sentiment in the selection of Chicago 
representatives. Thus, we have a staunch Irishman representing a 
Swedish company and a Kentuckian a Dutch company, but, as the 
Irish girl explained in the case of her Swedish mate, it will all tend 
to promote a better feeling between the two races. 

The process of “educating the public” seems to have again had the 
consideration of the National Board‘of Fire Underwriters, a resolu- 
tioft having been passed last week to ‘the effect “that a committee be 
appointed to prepare a paper on the ‘Relation of Fire Insurance to 
the Community.’” The committee is an able one, consisting of F. 
C. Moore of the Continental, E. C. Irvin of the Fire Association, 
Henry H. Hall of The Union, J. H. Washburn of the Home, and 
James Nichols of the National, and it may perhaps be hoped that in 
again telling the people the actual rate of profit in fire underwriting 
the committee will cherish the memory of Robert G. Ingersoll to the 
extent, at least, of being honest and not trying to treat the rein- 
surance reserve held by the companies as an item equivalent to a 
disbursement. The plain people understand “trade,” and should 
therefore be shown the honest “trade profit” as a first step toward 
winning their confidence. 

Three fishers went sailing out into the bay, 

Woodward and Bliven and Wariner gay, 

An adjustment at Oshkosh had taken all day, 

And to fishing at Neenah they couldn’t say nay. 

But Woodward was heavy, and the boat would not stay 

Upright in the water, so all accounts say; 

The fish smiled to see things a coming their way— 

But Woodward was salvaged—He enjoyed the play, 

But declares that hereafter he’ll strike a new gait, 

As he has no intention of being used up for bait! 

Among local changes an important one is that made by the Mil- 
waukee Fire in the appointment of Herrmann, Dana & Co. as Cook 
cotnty agents, W. K. Kenly & Co. having resigned. It is said to be 
Mr. Kenly’s intention to hereafter do brokerage business only, in- 
stead of maintaining the expense of conducting an agency office. 


The Holy Spirit, which was counted upon as so valuable an asset 
in the organization of a church mutual, seems to have been over- 
come by the spectre of commercialism, according to the tenor of a 
circular issued by one of the kind in Iowa, which for some time past 
has been trying to also operate in other States. In announcing an 
assessment the National Church Mutual of Lisbon, Iowa, says: 

There are thousands of dollars due us on insurance that we will 
make a valiant effort to collect. You probably have had some ex- 
perience along that line yourself. You can depend upon the board 
doing exactly the right thing by you. We are not to blame for the 
heavy losses, and an assessment is the only way to meet them. 

The kids may not perhaps be to blame for the heavy losses, but 
they ought to be castigated just the same for fooling with the buzz- 
saw. 

Defective water service is beginning to claim the practical attention 
of underwriters, not only in respect of insufficient supply, but as to 
lack of pressure (when most needed) and general carelessness of fire 
chiefs or water office officials. In Evanston the fine residence of 
Harvey B. Hurd was lately destroyed because of a dispute between 
certain officials, very much after the manner of the Spanish monarch 
who was roasted to death pending the settlement of a point in official 
etiquette as to which one of the attendants should remove him and 
his chair to a place of safety. In Oshkosh the Paine Lumber Com- 
pany was given a similar pain through the alleged neglect of the fire 
chief at the time their warehouse was destroyed, and it is said that 
there may soon be another kind of a hot time in that town with the 
scalp of the chief as the piece de resistance. 


THE SOUTHERN FIELD. 

Commenting on the recent remarks in this column touching the 
scope of the executive committee of the South-Eastern Tariff Asso- 
ciation, President Gay dissents from the views of the manager quoted 
therein, maintaining that the executive committee has lost none of 
the dignity or authority with which it was originally clothed by the 
association, and that if there has been any devolution it is in the con- 
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sciences and business methods of some companies and their repre- 
sentatives. He quoted from the constitution to show the exact scope 
of this committee, and pointed out that it was never contemplated 
that it should have to deal with law breakers, tricksters and trim- 
mers, but with companies voluntarily bound together in honor to 
support the laws made by themselves. It was recognized that among 
sO many companies there would be honest differences as to business 
methods and varying constructions of the complicated system of 
rates and rules of the association, and it was to arbitrate such dif- 
ferences and to handle emergency developments that this committee 
was created. Naturally it was not endowed with all the plenary 
powers of its creator, but it was provided that any company which 
failed or refused to abide by the judgment of this tribunal should be 
cited for expulsion to the annual meeting—except where a company 
demanded its inalienable right of appeal to the court of last resort, 
the association itself. 

It is true that in framing this constitution every consideration was 
shown the accused, and it was rendered impossible to take summary 
action in any case which might affect the good name or business 
standing of a company. No penalties were provided, but so strong 
has been the desire of these allied companies to maintain the respect 
and confidence of their associates that in nearly twenty years there 
have been only a very few cases which have ever reached this crisis. 
Captain Gay is old-fashioned enough to still believe these methods 
sufficient, and he thinks that when the time comes that the honor and 
good faith of members must be fortified with penalties and forfeits, 
then the glory of the association will have departed and its tale well 
nigh told. He holds that the few who have been foolish enough to 
for it in the esteem of their fellows, and he points with pride at the 
resort to scurvy tricks for a mess of illicit pottage have paid dearly 
splendid success of those companies which have always adhered 
strictly to the spirit and letter of their associate obligations. 


By resigning from the New Orleans compact and inaugurating a 
rate cutting campaign, the Royal has unquestionably lost ground in 
its fight with the Imperial. As the case was presented at Old Point 
there was undoubtedly an overwhelming majority in favor of the 
Royal’s position, and that sentiment has prevailed here until that 
company, impatient of the committee’s inability to bring Manager 
Dargan immediately into line, resolved to take the law into its own 
hands and cure one violation with another, on the theory of reprisal 
and revenge. This action has thrown underwriters into a reminiscent 
mood, and they are talking of some rather recent New Orleans 
history, which would seem to make the Royal’s present position in 
bad taste, to say the least. It seems to be admitted that the Royal 
was paying twenty per cent in the Railey agency a few years ago, in 
violation of association rule and to the hurt of other companies in the 
agency, one of which was the Imperial. It is not claimed that this 
justified Manager Dargan’s more recent agency arrangements, but 
it is pointed out that if the Royal people are disposed to take this 
case out of the hands of the association and settle it according to 
Mosaic law, then Manager Dargan should be permitted to plead the 
same doctrine in defense of his action. It is further held that the 
New Orleans compact, being now a branch office of the association, 
like any other compact, the Royal cannot resign therefrom without 
resigning from the association entirely. It is said that the efforts of 
the officials of the association to bring about an adjustment of this 
case have been seriously embarrassed by the attitude of the Royal 
in regard to its salaried agency at Raleigh, N. C., and that representa- 
tions to that effect have been made to the manager in charge of that 
field. 


At the last meeting of the executive committee, which adjourned 
Saturday night after an unusually warm session, several important 
things were done. The most sensational, though not entirely unex- 
pected, action was the citation of the Imperial of London for ex- 
pulsion from the association on account of the failure of Manager 
J. T. Dargan to discontinue his salaried agency of Denegre & Cum- 
mings at New Orleans, as per his promise to the meeting at Old 
Point ‘Comfort in May last. It has already been fully set forth in 
this column how the Royal claimed to have suffered by this agency 
arrangement and Manager Castleman’s arrangement at Old Point 
is still fresh in the minds of all. It is not thought, however, that the 
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committee was in any way influenced by the fight of the Royal, but 
these gentlemen seem to have been moved by what they consider 
their. plain duty to enforce the mandate of the annual meeting and 
uphold the dignity of the association. Few men stand higher among 
their associates than Manager Dargan, and it is known that per- 
sonally the committee was very loth to adopt such drastic measures. 
Manager Dargan just as sincerely believes that he is right, and will 
make a hard fight for his position before the called meeting of the 
association. 


Another important move was a change in the place for holding the 
October meeting from New York to Hot Springs, Va. This change 
was not made without full consideration of all the phases of the 
question. In the first place, the uncertainty of the date of Admiral 
Dewey’s arrival and the attendant festivities makes it impossible to 
effect definite arrangements for railroad and hotel accommodations 
in New York on October 11. Again, it has been demonstrated that 
when the meeting is in New York, managers and company officials 
will not give their undivided attention. Important private business 
inevitably prevents the regular attendance of some members, and to 
meet these exigencies it often happens that different officers attend 
the different sessions, thus interfering with a comprehensive grasp 
of the important measures which will come up for adjustment. Man- 
agers here seem agreed that this meeting will be a crucial point in 
the association’s history, and that it concerns the most vital interests 
of Southern underwriting. It is not simply a settlement of the New 
Orleans problem or of the scheme of contingent commissions, but it 
is thought the meeting will be called upon to face some questions 
which involve the very existence of associate action among com- 
panies. Hot Springs has been chosen because it offers ample and 
pleasant accommodations, only one night’s ride from New York, and 
yet not too remote from the association’s territory for the field men 
to attend. 


The Milwaukee Mechanics has reinsured its Georgia business, 
amounting to about $10,000 in premiums, with the Imperial, through 
Manager J. T. Dargan. The Milwaukee Mechanics has only been 
doing business in Georgia about a year, and in view of the fact that 
they have discontinued their Southern department they have de- 
cided to take down their $25,000 deposit and withdraw. 


Life and Casualty Notes. 

The peculiar form of midsummer madness which seems to have 
attacked most insurance journals of late is the rebate symposium, and 
we have columns of didactic comment, in which are aired every form 
of editorial vagary—theories and views as widely divergent as those 
of Edward Atkinson and Teddy Roosevelt. The plain life insurance 
man is growing a bit weary of this, and when asked for his views 
a few days, since, a practical and progressive Atlanta life man said: 


I am inclined to agree with the executive officer of one of the 
companies, who is quoted as deprecating the continuous agitation 
of this question. Amid all the tons of tommyrot printed of late, one 
agent from Indiana has stated a golden truth, viz.: “Rebates are in- 
dulged in whenever they are necessary,” which is another way of 
saving that supply will follow demand. Now men demand rebates 
either because they have been offered them in competition or be- 
cause they have been educated down to them by the agents. But it 
is conceded that more than three-fourths of the life business is not 
written in competition, but in a corner, so to speak, so that if there is 
really such a demand for this unbusinesslike concession it must be 
largely traceable to injudicious agitation. Down here the life man- 
agers recognize this fact, and carefully eschew all public discussions 
of the subject. They want no anti-rebate laws or other agitation 
which will teach legislators and the public that there is such a thing, 
and consequently you don’t hear much of rebating in the South. 


Of course, the Southern life people have their troubles, and chief 
among them is the credit or note system, which is scarcely less 
serious than the rebate epidemic. This unhappy custom has grown 
until little business can now be written for spot cash, and conse- 
quently it requires a deal of capital to successfully operate a large 
life agency. But it undoubtedly has a tendency to discourage re- 
bates, as no agent can afford to take speculative chances without a 
fair margin of profit, and it is claimed that most men of the agri- 
cultural class would rather give a long time note for the full premium 
than to pay cash with a heavy discount. 
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CORRESPONDENCE. 


SAVANNAH. 


[From OUR OWN CORRESPONDENT. ] 


The New Amsterdam Casualty Company have appointed Hopkins & 
Hines, Savannah, general agents for the State of Georgia, Atlanta ex- 
cepted, and the State of Florida. Branch offices will be established at 
Macon, Augusta, Brunswick, Valdosta, Jacksonville, Tampa and St. 
Augustine by the general agents, and a vigorous campaign begun. The 
New Amsterdam has already begun active operations in Georgia, and 
forty-five agents are now on the road and cities in their interest. 

Rowland & Rowland, agents for the Fidelity and Casualty and the Iowa 
Life, are, so rumor has it, to add the Equitable Life Assurance Society to 
its stock of assets within the next few weeks. 

The Manhattan Life has come into this city through Daniels & Cars- 
well, fire and general insurance agents. 

John G. Robertson, formerly manager for the Northwestern Assurance 
Society, has joined the forces of the Prudential Life Insurance and the 
Standard Accident Insurance Company. 

A combination is now on foot to organize a local life and accident insur- 
ance Company Club. Considerable discussion has been indulged in with 
reference to the reported State organization of life agents. DIXIE. 

Savannah, September 5. 





ARKANSAS NOTES. 
[From OUR OWN CORRESPONDENT. ] 


B. A. Killough, secretary of the Arkansas State Board of Fire Under- 
writers until the Rector anti-trust bill legislated him out of his position, 
has entered the service of general agents Trezevant & Cochrane, Dallas, 
Tex., and is holding a very responsible position with his new employers. 

General agents for Arkansas of both fire and life companies report 1899 
business as comparing favorably with the volume of business up to this 
time last year. 

E. A. Linn, cashier of the Arkansas general agency of the Mutual Life 
Insurance Company previous to 1894, and recently with the St. Louis 
agency of the same company, has been appointed cashier for the Missouri 
agency by John C. Elliott, managing agent. 

Clay Sloan, State Insurance Commissioner for Arkansas, has written 
Secretary Brinkerhoff of the National Convention of Insurance Commis- 
sioners, which will meet at Detroit September 5, 6 and 7, expressing re- 
gret at his inability to attend the convention. Commissioner Sloan is 
serving his second term, and will not be a candidate for re-election to his 
present office. The Commissioner’s friends say that he will soon an- 
nounce his candidacy for Congress against P. D. McCulloch, present 
Congressman from the First Arkansas District. 

George Tilles, late general agent for Arkansas of the Mutual Life In- 
surance Company of New York, and at present district manager for the 
Equitable Life at Fort Smith, Ark., has organized an accident insurance 
company, with its home office in the latter city. The name of the organi- 
zation is the American Indemnity Company. Mr. Tilles has been elected 
president of the new company. M. H. Johnson, formerly of the Arkansas 
State Board of Fire Underwriters, has been elected assistant secretary, 
and in future will reside in Fort Smith. The other officers are: Isadc 
Apple, vice-president; James Brizzolara, secretary; Col. William Blair, 
treasurer; Dr. James M. Kelleam, medical officer. The company insures 
preferred risks only, and advertises to write the latest and most liberal 
form of accident policies. It is a purely mutual company, and has filed 
the usual $20,000 bond required by law with the Auditor of State. The 
company’s rates are based on a premium of $15 per annum for a policy of 
$5000. A policy fee of $3 is required. The benefits are $5000 in case of 
death, $5000 fcr loss of both arms or both legs or both eyes; $1250 for 
loss of either hand or foot or loss of one eye. Policy also carries a 
weekly indemnity feature for fifty-two weeks. DIXIE. 

Little Rock, Ark., September 1. 





KANSAS. 


{From OuR OWN CORRESPONDENT. ] s 


Governor Stanley removed Webb McNall from the position of Superin- 
tendent of Insurance because McNall collected from insurance companies 
fees for examinations which were not turned into the State treasury. 
Charges were filed against McNall and the order of removal was the result. 
The Populist leaders claimed that McNall was not treated fairly, and have 
been seeking for an opportunity to embarass Stanley and the Superin- 
tendent of Insurance, W. V. Church. Recently R. T. Battey and W. C. 
Austin, appointed by Mr. Church, made an examination of the Kansas 
Mutual Life Insurance Company, charging $850 for thirty-five days work. 
This included also the expenses of the two men. Both examiners pocketed 
the money. When Governor Stanley made the campaign prior to the 
election, he promised the people and the representatives of the insurance 
companies that no examiners would be sent out under his administration. 
After the examiners failed to turn the money collected from the Kansas 
company into the State treasury the Populist State central committee pro- 
cured a copy of the charges which had been preferred against McNall. 
The name of Mr. Church was substituted in place of McNall, and the com- 
mittee intended to file the charges against Church with the Governor. 
There was no belief that the Governor would heed the charges, and the 
play was made as a sort of political embarrassment for Stanley. When he 
heard what was being done, he at once sent Mr. Battey and Mr. Austin a 
letter asking them to turn into the State treasury the funds collected from 
the Kansas company. Mr. Austin complied at once, and deposited his 
share, $420, with the Superintendent of Insurance. Mr. Church imme- 
diately turned the money into the treasury. Austin’s prompt action in 
the matter was due to the fact that he had been paid twice for the work. 
Stanley had given him $125 from his contingent fund, but Austin took half 
of the amount collected from the insurance company, thereby securing 














September 7, 1899] 


ae for the thirty-five days’ work which he did in performing the exam- 
ination. 

Governor Stanley struck a Tartar in Mr. Battey, who refuses to turn the 
money in, claiming that it is due him for the services rendered. Stanley 
asked Mr. Church to require Mr. Battey to turn in the money, but Church 
balked and declined to do so. This precipitated a fuss between Church 
and Stanley. TheGovernor demanded that Battey disgorge,and trust to the 
next session of the Legislature for his pay. This Church and Battey de- 
clined to consider for a moment. Then the hostilities commenced. Stanley 
says if Church is so anxious to have Battey paid, to use the department 
contingent fund for that purpose. As the department has only $1000 per 
year Mr. Church declines to spend half of it for an examination of an 
insurance company. 

Governor Stanley was largely responsible for the examination which 
was made by the Insurance Department. He held a policy issued by the 
Kansas company under the name ‘1886 policy.”” The premiums were in- 
creased in accordance with a specific contract in the policy. The Gov- 
ernor complained to the department. When the officials of the company 
learned through the daily newspapers that the Governor had taken excep- 
tions to the increase of the premiums on the policy which he, like many 
other men held, a request was made for Mr. Church to make a complete 
and exhaustive examination. This was done, and the examiners made a 
lengthy commendatory report, and stated that the business methods of the 
company with reference to the policy complained of could not be ques- 
tioned. The report of the examiners was very flattering to the manage- 
ment of the company’s affairs. 

The indications now are that the controversy between the Governor 
and Mr. Church will put an end to all examinations of insurance com- 
panies during the present administration. Mr. Church says men can not 
do this work for nothing, and unless the expenses are paid by the com- 
panies the men get nothing. Now the Governor steps in and says the 
examiners must turn into the treasury all moneys collected from examina- 
tions. Either way the examiners might take up this proposition they will 
get nothing. The men who have been given these jobs as a reward for 
party service will not work for nothing, and the insurance men believe the 
day of the “road agents’ has come to an end in Kansas M. P. S. 

Topeka, August 26. 











CASUALTY INSURANCE. 


—Liability underwriters will hold a conference in Hartford on Septem- 
ber 26. 

—The General Accident of Philadelphia has been admitted to Connecti- 
cut and Illinois. 

—The Pacific Surety Company has entered Massachusetts, where it will 
be represented by Martin L. Cate. 

—The Commercial Mutual of Philadelphia will begin issuing health in- 
surance contracts the first of the coming year. 

—The Fidelity and Deposit Company has made arrangements to bond 
the agents of the Western Mutual Life of Chicago for $1000 each for one 
year. 

—It is reported that none of the liability companies were involved in 
the wreck of the iron work of the Chicago Coliseum, which collapsed 
last week. 

—Hall, Henshaw & Gilmour have been appointed general agents for the 
personal accident department of the Fidelity and Casualty for Boston and 
vicinity. 

—The personal accident department of the Frankfort-American in Chi- 
cago is now in charge of Morris Silverstone, who was formerly agent of 
the National Accident of New York. 

—The American Surety has secured the bonding of the officers of the 
Western Mutual Life, and also the representatives of the Dr. Pearman 
agency of the Equitable in Chicago. 

—A. C. Durborrow, Chicago manager of the Maryland Casualty, is 
prosecuting A. J. Calais, a liability insurance broker, who, he claims, 
attempted to shoot him. Calais says he acted in self defense. 

—The United States Indemnity Society is a concern recently organized 
at Leominster, Mass., to transact accident, sickness and life insurance on 
the assessment plan. O. L. Mann is president and Marcellus Bowker is 
secretary. 

—The National Indemnity and Insurance Company of Baltimore com- 
menced business on September 1. It has a capital of $100,000 and a sur- 
plus of $50,000. The offices of the company are in the Equitable building 
in Baltimore. 

—Mpyron B. Spencer, alleged defaulter of $4000 from the Barber Asphalt 
Company and the object of nearly three years’ search by the authorities 
throughout the country, was arrested last week by Inspector Charles 
Holliday of the American Surety Company. 


sl icelteeeel 








—Attorney-General Smyth of Nebraska has decided to take a part in the merry 
war that has been going on for some time between the two insurance depart- 
ments of his State, 
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NEWS OF THE WEEK. 


Semi-Annual Statements. 


THE following figures are compiled from returns made to the Georgia 
authorities for the six months ending June 30, 1899: 


LIFE COMPANIES. 























Namgs | Assets. Surplus. Income. | Disburse- 
ments. 
Fidelity Mutual................| $2,926,116 $1,074,991 | $1,001,767 | $869,282 
URINE 5. cast neces x3 ne xais 25,562,498 | 2,778,544 2,167 688 1,774,418 
Harttord I ife..................| 2,638,024 | 1,318,406] 1,058,547 925,351 
LG A ee ince ee | 10,844.554| 1,162,968; 1,125 082 | 833.798 
Marviand Life... ...<....s00.%s | 1,972,4460| 281,383 144,5¢9 132,644 
Massachuset's Mutual.......... | 22 776,541 | 1,981,289 | 2,770,056 2,043.908 
Metropo itan Life.............. | 46,079,381 | 7,523,115 | 13,846 681 | 11,093,282 
Michigan Mutual.............. | 6,094,675 | 303,667 665,940 483,200 
Mutual Benefit....... -+++e| 68,733,253 | 5.513.644 6,5 8,235] 5,245,909 
Mutual Life of K+ ntucky.. Seacaed | 2,904.633 | 74.507 356.945 331,463 
Mutual Reserve Fund.......... 4,976,260} 896,081 | 2,776,763 2.773.086 
Northwestern Mutual........-.. | 120.924,708 6,483.066 | I1,2c0,132 6.572.837 
Union Central.................] 22,240,306 | 2,896,849 | 2,420,927 1,558,763 
Me CO Serer 37.553:572 | 4,903,007, 4,150,307 2,562,158 
ly | ee 11,938,357 (*) 1,146,153 1,047,976 
Provident Savings............. 2,935,206 476.954 1,449.329 1,407,057 
SORUNIRG RUMEN, occa cscs cuca 1.316 624 326,899 315,584 237.597 
Security Trust of Philadeiphia.. I 316,624 326,899 315.554 237.597 
United States Life ............ 7,997:247 | 244,150 866,671 829,858 
Western Mutual Life Ass'n .... 170,207 | 9,571 288,089 124,689 
FIRE COMPANIES. 
Hanover..........-0.------+es $3,071,796 | $x, 694,317 $873,423 $972,351 
Imperial of London.......... “4 1,905,614 861,400 656,730 694,272 
Insurance Co. of State of N. Y eeaan 20,307 93,410 133.909 
Lite GO LOWUIOB ss 66<5 os Seine 878.508 403,987 317,040 335.717 
London Assurance.....-.-- 2,290,685 | 1,300,487; +583,c65 +747,714 
N. rh British and Mercaatile.. 4.238.972 | 1,982 741 | 1,200,778 1,300. 384 
Phoenix of London ............ 2,822,126 | 1,212,364} 1,070,882 1,440,971 
Palatine of Manchester ........ 2,769,641 | 838,265 | 1,100,757 1,139.54! 
Sun of New Orleans........... 1,119 873} 354,586 228,643 257.053 
Western Assurance Bate taseees 1,679, 792! 553,261 793385 858,847 
* Not; given. oh Includes Ocean Marine business, 
MISCELLANEOUS INSURANCE COMPANIES. 
. Liabil ties 
NAME. | Capital Assets In i 
re Capital 
' 

é — 3 
Amie ents Seas ies ats baaineansss 2,500,000 5,283,686 3,385,271 
Bankers Mutual Casualty........-. -|  _escace 89,815 73,454 
City Trust, Safe Deposit waa Surety. 500,000 | 3,208,811 | 3,030,205 
Employers’ Liability, London......... 750,000 | 1,270,534 | 1,115,417 
Fidelity and Casualty .................| 250,000 | 3,482,862 | 2,732,107 
Fidelity and Deposit ................. | 1,500,000 | 4,221,199 | 2,134,940 
General Accident..............00.- i meee 297,968 | 31,034 
Guarantee Co. of North Am.......... | 304,600 986.403 | 469,165 
Hartford Steam Boiler ............... 500,000 2,505,200 | 1,384,865 
DL ilepde Peat Guage ods cain cena csicnsnnis | 250,000 718,152 524,807 
London Guarantee and Accident ..... 200,000 | 1,898 805,010 
ee a errr 750,000 | 1,732,995 | 1,115,777 
Metropolitan Mste Glam)... | 100,000 | 503,371. | 247,816 
INSSIOM NONE 8 ck cane n sds ce canaces 500,000 * 1,418,463 879,018 
Preferred Accident ..........0cceeee-- 200,000 727,291 | 578,047 
Standard Life and Accident ......... 250,000 | 915,918 | 575,662 
United States Casualty ............... 300,000 950,383 | 750.388 
United States Guarantee.............. 250,000 | 474,660 332.203 
United States Fidelity and Gamnenaeel | 1,500,000 2,085,493 | 1,826,414 

! ' 
' 
NAME. Net Surplus. | Income. Disburse- 
| ments. 
3 3 3 
De, a a POC ET PCr ee 1,898,415 | 857,441 795,140 
Bankers Mutual Casualty............. 16,361 45,195 34,318 
City Trust, Safe Deposit and Surety. 178,606 164,353 | 177,142 
Employers Liability .................. 155,117 565,003 | 644,198 
Fidelity and Casualty ................ 750,754 | 1,883,151 | 1,776,569 
Fidelity and Deposit ................. 2,086,25 618,163 | 56.465 
GéneteY ReGMeRE: « «ois sccacncacasns- 266,934 386,490 | 103,920 
Guarantee Co. of North Am.......... 517,2: 101,053 | 96,746 
Hartford Steam Boiler ............... | 1,120,335 540.687 455,750 
Viseds Mines Glas ...-c.05-c20.2.6002 193.345 250,012 | 255,462 
London Guarantee and Accident..... 186,888 426,283 | 392,966 
Maryland Casualty ........0ce.---esese 617.218 395,749 | 246,143 
Metropolitan Plate Gi ccescsvceters! 55,55 155,268 | 177,985 
National Satety . iccccccdcssacsssentuns 539,444 254,539 253,052 
Preferred Accident .....2.ceeseeeeeees | 149,243 501,750 437,415 
Standard Life and Accident .......... | 340,256 538.623 521.839 
United States Casualty .............+.| 200,000 395,490 323,261 
United States Fidelity raat Guarantee. 259,079 371, 879 235,187 
United States Guarantee...........-.. 142,459 77,579 | 59,116 
| 
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National Convention of Insurance Commissioners. 
[SPECIAL TELEGRAM TO THE SPECTATOR.] 


THE thirtieth annual convention of Insurance Commissioners, which con- 
vened in this city this morning, has, during the past year, been deprived 
of both its presiding officers by the mutations of politics. A year ago 
Elmer H. Dearth of Minnesota was elected president, and Milo D. Camp- 
bell of Michigan vice-president. Both these gentlemen are now out of 
office, as is also F. A. Betts, formerly Insurance Commissioner of Con- 
necticut, the chairman of the executive committee. It therefore fell to 
the lot of Ed. T. Orear, Superintendent of Missouri, to call the convention 
to order, which he did at 10:30 A. M. Between fifty and sixty persons 
were present, including a number of ladies, all of whom listened to the 
very interesting address made by Mr. Orear. After referring io the growth 
of insurance until it “encircles the earth, and lives under the flag of every 
organized government of the world,’”’ the speaker said that the important 
matter which should command attention is how best to bring about uni- 
formity of laws in the several States. He also suggested that it was neces- 
sary for supervising officers to watch more closely than ever before the 
character of the investments of insurance companies. 

The president then introduced the Hon. William C. Maybury, mayor of 
Detroit, who, in a witty speech, welcomed the delegates to the city. He 
spoke of the difficulties he labored under in welcoming insurance men, 
his feelings as an underwriter working in opposition to his feelings as 
mayor. After referring to the history of Detroit and terming it an 
ancient city growing younger, he spoke briefly on the immense anxiety 
which would arise if insurance policies were suspended for a period of only 
twenty-four hours, and then assured the gathering that each one had the 
freedom of the city, and gave out a password for the police. 

C. P. Ellerbee, ex-Commissioner of Missouri, responded to the welcome 
of the mayor, and assured the delegates that if they were treated as well 
as a body as he had been individually by the mayor they would have a 
royal good time. After Ed. T. Orear of Missouri had been elected presi- 
dent pro tem, the roll was called, and the following delegates responded: 

Alabama, E. P. Robbins; Connecticut, Theron F. Upson; Illinois, J. J. 
Brinkerhoff; Indiana, W. H. Hart; Iowa, Frank M. Merriam, Max Bechler, 
Stewart Goodsell; Kentucky, Will H. Stone, J. C. Stone; Maine, Stephen 
W. Carr, S. Herbert Wolfe; Maryland, F. Albert Kurtz; Michigan, H. H. 
Stevens, Milo D. Campbell; Minnesota, J. A. O’Shaughnessy; Missouri, E. 
T. Orear, E. C. Crow, J. P. Reynolds; New Jersey, D. Parks Fackler; New 
York, H. D. Appleton; Ohio, William S. Mathews, J. P. Slemmons; Penn- 
sylvania, S. W. McCulloch; Rhode Island, Felix Hebert; Washington, W. 
G. Heifner. 

Besides the above there were present several ladies and the following 
gentlemen: F. A. Betts of Hartford, A. R. Van Asse and George R. For- 
sythe of Rhode Island, Charles A. .Dean, Philip H. Farley, George W. 
Hayes, Jr., Jod G. Vanasse and W. T. Moore of New York, C. M. Turner 
of Binghamton, Max Cohen of Washington, D. C.; T. H. Bowles of Mil- 
waukee, J. S. Bloomingston of Chicago, C. P. Ellerbee of St. Louis, 
Charles A. Sudlow of Indianapolis, and W. H. Mylrea of Wausau, Wis. 

Standing committees were filled up, the selection of officers and place of 
meeting for 1900 being entrusted to Messrs. Orear, Appleton, Stevens, 
Mathews and Kurtz. 

The papers prepared were then taken up, the first being by Max Cohen 
of Washington, D. C., on National Regulation of Insurance. This was dis- 
cussed by W. H. Mylrea of Wisconsin. 

After the noon recess Colonel C. P. Ellerbee of Missouri read an eloquent 
paper on State Supervision, which was discussed by W. H. Hart of Indiana 
and W. H. Stone of Kentucky. In the aposence of James W. Alexander, 
president of the Equitable Life, the paper on life assurance prepared by 
him was read by Joel G. Van Cise, actuary of the society. A short paper 
on rebating was next presented by W. H. Hart of Indiana, followed by a 
most extensive exposition of fire insurance by J. S. Bloomingston of Chi- 
cago. This paper was discussed briefly in an admirable manner by George 
W. Hayes, Jr., of New York. 

Mr. Hayes’ paper opened the proceedings of the evening session, and was 
followed by Charles A. Dean of New York with a paper on fidelity and 
surety insurance. : 

Next in order was a paper by Charles M. Turner, secretary and manager 
of the Security Mutual Life of Binghamton, on Stipulated Premium Life 
Insurance. This was one of the best papers of the day, and was carefully 
listened to. 

J. G. Johnson of Peabody, Kan., as a delegate from the National Fra- 
ternal Congress, presented some suggestions looking to the more satisfac- 
tory adjustment of the relations between fraternities and the insurance 
departments. Mr. Wolfe replied briefly to the arguments presented by Mr. 
Johnson. 

So far the convention has only listened to papers prepared by various 
gentlemen, and no real open discussion has been had. The papers present 
many points of interest, which could be debated, and the best thought of 
the delegates secured upon them, but such action does not seem to be the 


[Thursday 


policy of the association. The programme for to-morrow embraces more 
papers, including one by Captain W. A. Masters of Chicago, with a water 
excursion in the afternoon, and other papers will be presented on 


Thursday. W. S. B. 
LIABILITY INSURANCE. 


By A. W. MASTERS. 


The late president of your convention gave me a véry courteous, though 
undeserved, invitation to prepare a paper to read before you on “Em- 
ployers’ and General Liability Insurance.’’ The notification sent out by 
your secretary had opposite my name a paper on ‘‘Casualty Insurance.’’ 
I want to make this explanation before reading a few thoughts I have 
here, as it seems never to have been definitely settled as to just what 
the term ‘“‘casualty” applies in the insurance world of America. . Under 
such heading the compilers of insurance figures, and _ statistics, 
have enumerated fidelity and surety, as well as accident, steam 
boiler, credit, plate glass, burglary, and many other companies, which 
take no part to-day in what is known as the liability field of insur- 
ance. To all companies offering insurance covering loss for damages 
either to person or property, where the basis of the claim is an accident 
of some description, the word ‘‘casualty’”’ could, I think, be well applied; 
it seems misplaced to indicate bankruptcy, a cracksman blowing open 
your safe, or a cashier departing hurriedly for Mexico. 

However, the subject on which I am to speak is employers’ and other 
forms of liability insurance, such as general, teams and elevator, covering 
injuries to the body, fatal or non-fatal, occasioned by accident, the 
primary cause of which is the negligence of some person, whereby loss 
for damages may result. 

To trace back to its earliest sources the rights and demands for damages 
done the body would be probably to antedate the laws of the Mosaic 
Dispensation, when ‘‘an eye for an eye and a tooth for a tooth’ was a 
legal statute among the children of Israel. From the earliest dawn of 
civilization there appears to have been a fundamental rule laid down with 
all people, that, where injury to person or property ensued, through the 
wilful or negligent conduct of another, some reparation should be made. 
In eastern countries ages ago—and obtaining yet in some far-off lands— 
there were laws that, where one man should kill another without just 
right or reason, he should take upon himself the support of the family of 
the murdered man and provide for his widows and orphans, marrying the 
former. As marriage in many of those countries is not restricted to one 
person, and the older widows of a deceased resident are often lacking in 
charms, it is natural to suppose that this law is a considerable check on 
homicide. Though customs, manners and laws have had many changes, 
the old edict of ‘‘an eye for an eye and a tooth for a tooth’’ still holds 
good. Though the man who wilfully gouges out the optic of another may 
not suffer the loss of his own sight, he pays the penalty of incarceration 
in a prison cell, and, where by a negligent act the molars or incisors of 
one are too quickly extracted by another, and without right, the court will 
award damages more than sufficient to pay for the finest set of ivories 
our nineteenth century dentist can produce. 

It is the unfolding or broadening of the law of compensation for dam- 
ages on account of bodily injuries, or that part of jurisprudence dirécted 
to the law of master and servant or the laws of tort, as regards third per- 
sons, that is responsible to-day for the employers’ and general liability in- 
surance companies which are fast making their presence known in this 
land. 

Employers’ liability insurance took rise in England in 1881, after the 
passage of Gladstone’s famous Employers’ Liability bill, which materially 
extended the scope on the part of the servant for claiming damages from 
the master. The first employers’ liability policy ever issued in the United 
States was written in November, 1886, in the city of Milwaukee, and 
covered the manufacture of tin utensils of all descriptions. The scope of 
the insurance embraced, as similar policies do now, to cover within its 
limits the legal liability of the assured for damages on account of acci- 
dental bodily injury to workmen. At that date an English company was 
alone in the field for employers’ liability risks, and was the pioneer of this 
class of insurance in the United States. By 1889 four large accident com- 
panies had added liability lines to their underwriting, and the insurance 
had been extended to cover liability of owners of teams to pedestrians, 
owners and lessees of office buildings, hotels, department stores, ware- 
houses, to the public, hazards of passenger elevators, and in fact the cov- 
ering of all sorts of accidents where injuries to employees or the public 
might carry with them liability for damages. In 1890 the list of com- 
panies seeking patronage in this particular line numbered seven, with two 
er gaged on the Lloyds plan. In 1893 the number had risen to nine, and 
on January 1, 1899, three of the former having failed or retired, the adci- 
tion of others still showed nine stock companies competing for the busi- 
ness; two more have entered the field since that date. The premium in- 
come on liability risks had risen from $13,000 in 1886, to $5,000,000 in 
1898, covering risks from the shoe shops of New England to the Redwood 
lumber camps of California. i 

No form of underwriting has yet been attempted involving more intricate 
problems from the actuary’s standpoint than this, and it may well be 
doubted if any one company now engaged in this business in the United 
States has sufficient experience from which to determine true loss ratios 
and adequate rates. 

WuaT Is LIABILITY INSURANCE? 


Divesting my paper, therefore, of anything further in the form of his- 
tory, I purpose, as clearly as my limited knowledge will permit, to lay be- 
fore you an explanation of employers’ liability insurance, as well as that 
of the other branches in which the liability companies are engaged. Not 
only are the public yet in considerable ignorance of the seriousness and 
importance attached to this business, but I think the great mass of in- 
surance men in this country, not especially engaged in the business, know 
but little of this phase of underwriting, and the worthy gentlemen who 
are the guardians of the insurance interests of the different States may 
be made to understand more clearly how difficult is the problem before the 
company engaged in the writing of liability hazards. 

First, as to employers’ liability, pure and simple; this is the covering 
of possible loss from liability for damages on account of accidental in- 
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juries, fatal or non-fatal, sustained by an employee in the service of the 
master. The premium is based upon the expended wages, and is adjusted 
at the end of the policy term. If the employer shall have expended more 
wages than estimated at the beginning of the year, he pays the additional 
premium pro rata, and if he shall have paid less than estimated, the com- 
pany returns that part of the premium which is unearned. The wages 
are the measure of the number of men employed, and, therefore, a guage 
of the hazard, as naturally more accidents would be expected in a factory 
where one thousand men are engaged than in one where only one hundred 
are at work. 

’ The insuring company not only agrees to pay to the extent of its policy 
limits for accidents during the year, in which the negligence of the mas- 
ter imposes a liability, but stands behind the master.as attorney in de- 
fending, at its own cost and expense, all suits at law brought by injured 
employees on account of accidents. The liability of the company under 
its policy extends over the period that the statutes of the different States 
give to the employee the right of bringing suit against the employer;. in 
no case, however, to be for a longer term than six years. You can here 
briefly estimate how long a time may elapse between the writing of a 
policy, the acceptance of a premium, and the date when that policy may 
be written off the company’s books either as to profit or loss. In the State 
of Michigan, for instance, an accident may happen this month on a policy 
issued during 1899; suit may be brought against the assured any time 
prior to September, 1905, and the company must settle or defend. The 
case may be tried in the lower court, and, whichever way the verdict 
goes, appealed by either party, and a new trial granted; and again, after 
a second trial, carried to the Supreme Court of the State. Four years 
may easily be consumed in this manner before final decision is reached, 
and thus ten years has elapsed from the time the policy was written until 
it can be absolutely determined by the company as to its results. This is 
not a suppositious case. The company I have the honor to represent is 
defending its policyholders in court where the accidents happened four 
or five years ago; companies longer in the field no doubt have claims 
outstanding older than this. 


How RATES WERE MADE. 


Rates were first based on the plans adopted by English companies in 
starting this business. The statistics of accident companies as to the 
more hazardous risks in the different classes of artisanship were used, 
and it was quite fairly determined how many workmen of this or that 
occupation out of one thousand would meet with an accident during the 
year. It was then guessed, more than judged by any defined rule or 
average, that eight per cent of these accidents would be such as to carry 
with them a liability on the employer, and on these percentages rates 
were first scheduled. It is a fair commentary on the earliest underwriters 
in this field to say, that, in the less hazardous occupations, in which the 
finest types of machinery are used and the labor of a lighter order, the 
guesses were fairly correct, and little change has been necessary in the 
way of revising these rates from earlier days. However, in other and 
more hazardous occupations, where the operations were of a heavy order, 
the earlier rates have been found entirely inadequate, and have been 
changed from year to year as the individual and latterly the combined 
experience of the companies has denoted the necessity. The collapse in 
1893 and 1894 of several large companies, on account of low rates and bad 
management, pointed a moral that the older companies in the business 
could not set aside, and, after some difficulty, in March, 1896, an asso- 
ciation of seven of the oldest liability companies was formed, for the pur- 
pose of tabulating on exact lines the statistics of their work, and, from 
these experimental data, formulating rates better adapted to the hazardous 
nature of the business, and more nearly adequate to insure security to 
the public and safety to themselves. A new tariff schedule was issued 
by this society in October last, and, while it is prepared on as thoroughly 
scientific basis as is at present practicable, and from the only available 
data on the subject in America, the necessary information regarding 
many classes of risk was but meagre, and changes will be constantly re- 
quired for many years to come, before the companies will be furnished 
with a manual so correct as to be entirely reliable. 

It has been argued by some underwriters that, even with the statistics 
gathered by the companies, as the work goes on, the actuary will ever be 
under a difficulty, and it is only by a complete inspection of each indi- 
vidual risk, noting the guarding of machinery, the care of the workmen 
and superintending of the plant, also the efficient causes of accident, 
tabulating and watching them year by year, that correct data can be ob- 
tained. One writer on the subject has said that in a well equipped cotton 
mill, where an accident happened to an operator, whereby some fingers 
were lost from one of his hands, the machinery being in perfect order, it 
was found that the workman, while a competent one, was afflicted with 
absentmindedness, and, while in a fit of abstraction carelessly placed his 
hand between the cogs of the two revolving wheels. On making a study 
of the family history of the man, it was found that his father and grand- 
father before him had both met with accidents attributable to the same 
cause. This brings in heredity to make the perplexing difficulties of the 
liability actuary the more complete. While I believe that the thorough 
inspection of risks is something to which al] companies must resort to a 
greater extent than at present, yet, as they are so diversified in their 
character, embracing the entire field of labor in the United States, while 
competition is as keen as at present, an inspection can only assist the 
company to discriminate between a good plant and a bad one; and I hold 
that the only accurate method of ever determining the pure loss ratio 
on a machine shop is by tabulating the losses of all such risks for a 
period of years and invoking the aid of the law of averages. Statistics 
kept by the companies, as fo the risks in each State, will be beneficial in 
deciding where a differential may be granted, as the law and statutes of 
the different States, as well as the make-up of their courts, is a very im- 
portant factor in denoting the loss ratio in liability insurance. These, 
however, are but aids to the one important matter; the gathering and 
careful compilation of loss statistics year by year; and, in this particular 
alone, the companies in the liability association are conferring a great 
benefit on posterity in liability circles, for, if they are buying the knowl- 
edge dear, they are reducing to a science this class of underwriting, and 
making straight the path for future dividends. 
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VARIOUS HAZARDS INSURED AGAINST. 


Concurrent with most employers’ liability policies is issued a policy 
covering the assured for liability on account of injuries accidentally sus- 
tained by any person or persons, other than employees, and caused by 
his negligence. The premium in this case is also based upon the pay- 
roll, but is a very much smaller percentage, as it can be readily seen the 
accidents to the public, in or about the premises of a working plant, are 
likely to be but few in comparison with those happening to employees. 

The insurance for teams covers the liability of the owners of all classes 
of vehicles upon the streets and public ways of a city, on account of acci- 
dents happening or arising from the carelessness of drivers, or vicious and 
restive horses. The charge is a stated sum per team, ranging from $10, 
on a private vehicle driven for pleasure, to $40 on hotel omnibuses or 
newspaper delivery wagons. One of our most prolific sources of street 
accident in the crowded thoroughfares of large cities is the carelessly 
driven team, and generally such accidents, whether it be negligence on the 
part of the driver or not, are such as to leave but little hope of escape 
for the owner, excepting settlement with the injured. 

What is known as general liability policies are issued on hotels, office 
buildings, wholesale and retail stores, etc., the owners or lessees being 
protected from liability for damages resulting either to employees or 
to the public entering upon or using the premises. The charges are in 
this case based upon the pay-roll of the assured, upon the area of the 
building, measured as by number of floors, and upon the street frontage. 

Elevators, both passenger and freight, in all classes of buildings, are 
covered on account of accidents which might happen whereby the opera- 
tor or passengers sustain injury. These policies are issued at a fixed 
rate per elevator, according to the amount of insurance desired. There is, 
perhaps, in all liability rates, no better statistics cbtainable than those 
governing elevator risks. Taking the associated companies, there is an 
experience covering 60.000 elevators during the past ten years, affording a 
fairly reliable basis for determining the premium required. Each ele- 
vator is inspected thoroughly by an expert engineer four times a year. 
If repairs of any kind are found necessary they are ordered and done, so 
that, as in steam boiler insurance, one of the greatest benefits of the 
policy to the owner or public, is the prevention of accidents. While all of 
the liability companies to-day have their inspectors looking over risks 
where repeated accidents indicate loose management or defective ma- 
chinery, the present methods of underwriting the business makes the in- 
spection of each individual risk utterly impracticable and impossible, even 
if such inspection were useful and necessary, which, in many hazards, is 
more than doubtful. 


SPECULATIVE CLAIMS FOR INDEMNITY. 


The difficulties and dangers attendant upon the prosecution of this in- 
surance can easily be imagined from the multifarious risks written; but, 
as it is_the legal liability of the assured alone which is covered, losses 
would be slight were this to be the determining factor. Unfortunately 
it is not so, and a large percentage of the entire loss ratio of a liability 
company is to be found in the expense of litigating unfair and unjust 
claims in the courts. The speculative attorney to-day is abroad in the 
land, and the absence from the statute books of many of the States of 
any laws relating to champerty or maintenance permits the taking of 
cases on a contingent fee, where the attorney shall be remunerated only 
if he succeeds in obtaining damages for his client. Many suits are 
brought against the employer of labor on account of an accident injuring 
a workman, where no thought of establishing a legal claim is, I believe, 
entertained; but the knowledge that either the employer himself, or the 
insurance company behind him, will be put to a heavy expense in con- 
testing the case in the courts holds cut the hope that perhaps a smaller 
sum may be paid in settlement. On first embarking in this business many 
of the companies formed the idea that something might be saved by the 
prompt payment of some sum on every accident, but were soon brought to 
realize that payments made in this manner only encouraged fresh de- 
mands, so the careful company to-day makes its investigations, deter- 
mines quite clearly from the facts either its liability or non-liability, and 
proceeds in a business-like way to adjust the case along those lines. It 
is ridiculous to suppose that any company would contest a case, in which 
the liability was clearly shown, simply for the pleasure of a lawsuit, 
where the chances were nine in ten that it must pay in the end, thus 
adding the expenses of the suit to the amount of the verdict. 

No more thoroughly expert business men in any class are to be found 
than those engaged in the loss departments of the larger casualty com- 
panies. No two accidents are ever alike, and no strict and fast rule can 
be made for their settlement. A full measure of common sense, added to 
a knowledge of liability law, are the factors which are determining good 
settlements in liability companies. It is to have been supposed that im- 
proved machinery, a higher order of intelligence among workmen, and 
the absolute necessity of such superintendency as would insure manu- 
facturing an article at the lowest possible cost, would be productive, as 
the years go on, of fewer accidents than formerly in manufacturing 
plants, and that this advance, had rates been correctly determined at 
first, would have proven profitable to the companies engaged in liability 
insurance. The exact opposite, however, has been the case. In 1898 there 
were more accidents reported, a higher percentage of claims to the num- 
ber of accidents, and a greater percentage of suits arising from claims, 
than in previous years; not on account of increased insurance or larger 
pay-rolls, because this feature was discernible in policies where the same 
pay-roll was expended in 1898 as had been used in 1893; and it has been 
found that the notices of accident and claims on the same average pay- 
roll have doubled within the past ten years. Wher we look for an ex- 
planation for this rather strange circumstance we find it arises from 
many causes: 

First—Those employers carrying liability insurance have learned the 
lesson that if they would be covered on account of accidents these must 
be promptly reported to the company, and that, no matter how small or 
trivial the accident, in order to carry out their part of the contract, speedy 
notification must be given; consequently every accident of every descrip- 
tion is notified to the insuring company to-day, whereas in 1890 only thos2 
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accidents were sent where the results would seem to be serious or claims 
likely to be expected. 

Secondly—The fact that in 1890 the matter of employers’ liability insur- 
ance was, to a large extent, one between the insured and the insurer. 
The insurance was to indemnify the master from loss, and was by him 
considered to be a part of his private business. To-day every workman 
in the land knows of liability insurance, and probably knows whether 
his employer carries a policy or not. Trades unions ar2 important factors 
in the working world; have their attorneys to make a business of back- 
ing up any members who have suffered injury or accident while at work. 
The damage suit lawyer searches the newspaper for accident notices, and 
immediately hies himself to the home of the injured. or to the hospital 
where some wounded man has been carried, and quickly, if he can reac. 
the bedside and the man is not unconscious, has signed a contract, em- 
powering him as attorney to settle and look after the injured’s interests 
in every way, the attorney to be paid a fee of twenty-five per cent to 
fifty per cent of the amount recovered. 

From these sources arise the larger number of claims than could have 
been expected some years ago, when this business was in its infancy; and 
that fact has this bearing upon the question of rates; that a revision of 
the experience year by year shows the loss ratio to be increasing, and, 
while a better handling and more astute knowledge of the settlement of 
claims by the older compaaies is a factor in keeping down expenses, yet 
the records of the liability association prove that the rates determined on 
the business of 1893 are, in many instances, not adequate for the same 
risk in 1899. I therefore conclude that many years must yet elapse, the 
business be carefully watched and statistics most faithfully compiled, be- 
fore the knowledge is absolute as to the proper rates to charge on all 
classes of liability hazards in this country. 


DuTy OF INSURING COMPANY. 


The companies owe a duty to their policyholders, but this obligation 
is mutual, and the lack of good faith on the part of some is the cause of 
much trouble and expense to the insurer, a serious detriment to the busi- 
ness, and an annoying boomerang to themselves. According to the policy 
the company is only liable to the assured when the assured has suffered 
damage from liability for accidents to third parties. The assured agrees 
to give every help and assistance to the company in investigating, ad- 
justing or defending, and, as a liability may often exceed the company’s 
policy limits, it is only reasonable to suppose the assured would be only 
too glad to co-operate. On the contrary, in many cases the assured feels 
he has paid his premium, bought his insurance, and does not want to be 
bothered, often saying to an injured workman, who asks for help, and 
whose case is one of liability—a case in which the charitable instincts 
and sympathy of a master alone should be in question: “Oh, go to the 
Helping Hand Company. I am insured there; they’ll pay you.”’ Several 
instances have been known where the assured furnished to a client his 
own attorney to bring suit against himself. This, of course, is directly 
against the contract, and would work forfeiture of the policy. I am glad, 
however, to chronicle the fact that the majority of insurers in liability 
lines are learning the lesson of equity, and are giving that help to protect 
the companies that is needed in order that they shall be protected. Good 
faith, fair treatment, and mutuality of interest must be a living epistle, 
as between insurer and assured, if this class of underwriting is to become 
what is needed for the proper and desired protection of policyholders, and 
a safe investment for the money of stockholders. 


CLAIMS LONG DEFERRED. 


The one especial feature in this business which marks and makes it 
different from any other class of insurance to-day in this country, is the 
fact that the greater part of the losses are long deferred. And here I 
would say a word in explanation of the litigation in which every liability 
company of any note in the country is involved; it is probably not con- 
testing a solitary case with a policyholder, but defending its assured 
against unjust claims. The time between an accident and its settlement 
may extend from, in a simple case, thirty days, to, as I have shown you, 
ten years, and in some instances much longer. The crowded calendars of 
the courts in the larger cities make it impossible that a damage suit may 
be reached before two or three years after it has been placed on the 
docket, and, no matter how carefully a case is watched, if it is one of 
apparently no liability when instituted, with the company thoroughly 
equipped by evidence, etc., as to facts relating thereto, by the time trial 
is reached witnesses may have moved away or be dead, and the com- 
plexion of the case entirely changed. This is a feature which is more 
often in favor of the speculative attorney than the company; the lattcr, 
knowing the danger of long-drawn-out litigation, is anxious, if possible, 
to make a fair settlement on all accidents where the claim has any merit. 
A large part of the claims, however, being manifestly unfair and unjust, 
are carried over from year to year, and this necessitates a reserve for 
unknown and undetermined losses; and this is the rock upon which have 
been wrecked those companies which have been bankrupted in the lia- 
bility business, and it is the shoal upon which more will be stranded in 
time to come, unless proper attention is paid thereto. 

The older companies, by averaging the amounts paid year by year, per 
claims made, per case in the courts, per claim on reaching the courts, 
and per notices of accident received, by compiling for the country as a 
whole, and for States in part, their experience along these lines, are ar- 
riving at a fair means of adjudging to each carried over claim the sum 
likely to be needed before its close. There are, however, so many in- 
fluences in this part of the business, which may either increase or dimin- 
ish the amount set aside for the undetermined losses, that that company 
is wisest which adds a fair sum as a contingent reserve to guard this 
feature of the work. One word more as to deferred losses: Since 1890 
the failures in liability companies have involved four companies, with 
$1,750,000 of capital, and -iabilities aggregating $3,500,000. All of these 
companies failel either the third or fourth year of their existence; the 
management, deceived by its extremely small loss ratio of the first two 
years, cut the r.tes of the more conservative companies, and spent money 
recklessly in endeavoring to boom a business to which, unlike many com- 
mercial enterprises, booming means ruin; they neglected the vital point 
in this precarious and hazardous class of insurance; the reserve for de- 
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ferred losses, the small sum set aside for every accident, to be carefully 
guarded until time should bring along the inevitable claim. When from 
the past sprang up on every hand claims and lawsuits on accidents long 
forgotten, the trecsury for claim reserve wes empty, and that was the 
eni, save for the curses, loud and deep, of policyholders who had to take 
up and settle the demands of claimants, of whose existence they, if ever 
known, had forgotten, and the wails of the disappointed stockholders, 
who had been beguiled by the wonderful loss ratio of the early years 
into believing they had found a gold mine. The mills of the gods grind 
slowly, but they grind exceedingly small in liability claims, and I know of 
no insurance business in the !and where the neglect te provide for the de- 
ferred losses will work such relentless havoc in the years to come. 
LAW OF SUPPLY AND DEMAND. 

Liability insurance is here to-day in compliance with the great law of 
supply and demand; is here to stay, and will, each advancing year, be- 
come a more important factor in the commercial world of America. Just as 
the mortgagee demands that the premises on which he loans must be in- 
sured against fire, so in time will the creditor of the manufacturer de- 
mand he shall carry employers’ and public liability insurance, so that a 
disastrous accident will not impair his credit. It has taken a century 
to educate the people up to the fact that insurance means money; that 
there is no such thing as cheap money; therefore cheap insurance is a 
myth. Some of you smile, as if to say, the education is far from being 
complete yet. That may be so, but the strong life, fire, marine or acci- 
dent companies, with their experience rates, are carrying the bulk of the 
hazards to-day. Liability insurance may be called the youngest son of 
this great family: he is growing, and will be some day strong and lusty, 
and possibly more deserving of a seat at your councils. The people will 
learn, and, with their advancing education, help us to grow strong and 
great, but, like human life, we can only attain years and honor if we live 
upright lives and pay our obligations, and this can only be done by study- 
ing the experience of the past and learning well the lessons it teaches. 
The guesser in this class of insurance guesses to disaster, and there is no 
underwriting in the land where it is so much the part of wisdom ‘‘to make 
haste slowly.’”’ The plunger plunges to his death, and the mourners go 
about the streets. 

NATIONAL REGULATION OF INSURANCE. 

Max Cohen of Washington, D. C., read a paper entitled ‘‘Significant 

Factors in National Regulation of Insurance,’’ summing up the situation 


in the following propositions: 


1. That national regulation of insurance corporations is not in conflict 
with any provision of the Constitution; therefore no amendment to the 
Constitution is necessary. 

2. That it is not in conflict with any previous decisions of the Supreme 
Court; therefore no reversal of such decisions is required, because only a 
law of Congress can give to insurance corporations that Federal standing 
which the Supreme Court can recognize. Paul vs. Virginia; reaffirmed in 
Hooper vs. California; Orient vs. Daggs; Connecticut Mutual Life vs. 
Spratley, were decided upon State laws, and not upon Federal laws— 
there never having been any legislation by Congress on insurance or in- 
surance corporations. 

When Congress, in 1866, passed the act to authorize the railroads of the 
States “to carry passengers, freight, etc., on their way from any one 
State to another State, and to receive compensation therefor,” etc., that act 
of Congress was an explicit assumption of power to legislate even the 
“compensation”? which State corporations should receive in other States. 
That act was sustained by the Supreme Court. 

“It is for Congress to determine when its full powers shall be brought 
into activity.”” (People vs. Huntingdon, 4 N. Y. Leg. Obs., 187.) 

“Even the compact between the States cannot impair or restrict the 
rights of Congress in this respect.’””’ (Penn vs. Wheeling, etc., 18 How., 
421; South Carolina vs. Georgia, 93 U. S., 4.) 

3. That it is not as to the constitutionality or as to the power of Congress 
over insurance, or the supervision of insurance, but as to the power of 
Congress to regulate corporations when engaged in interstate commerce 
insurance. 

“So long as the wheat or the cotton remains stationary in a State they 
may be subject of commerce, but they become subjects of inter-State 
commerce only when they begin ‘to move among the several States.’ ” 
(150 U. S., 1.) 

The Supreme Court has repeatedly declared that ‘for the purposes of 
the Constitution whatever is legitimate part of the business intercourse 
of the citizen may be pronounced an instrument of commerce whenever 
the business necessities of the citizen demand it.” 

Cooley on constitutional law (page 69) states that “it is competent for 
Congress to extend regulation to the most minute particulars.” 

“If a certain means to carry into effect any power expressly given by 
the Constitution to the government of the Union be an appropriate meas- 
ure not prohibited by the Constitution, the degree of necessity is a ques- 
tion of legislative discretion, not of judicial cognizance.’”’ (McCullough 
vs. Maryland.) 

The Supreme Court in Pensacola Tel. Co. vs. Western Union (6 Otto, 1), 
held that: “The power conferred upon Congress to regulate commerce 
with foreign nations among the several States, * * * jis not confined 
to the instrumentalities of commerce * * * in use when the Constitu- 
tion was adopted, but they keep pace with the progress of the country and 
adapt themselves to the new developments of time and circumstances.” 

The inter-State commerce law, the registry law, the telegraph law, etc., 
do not regulate the commodities, but the cgrporations which move the 
commodity or the intangible telegram. Cotton, wheat, corn, petroleum, 
etc., are all commodities of commerce, but not of inter-State commerce 
until they take on that protection from State laws which Congress only 
confers when those commodities are moving ‘“‘among the several States, or 
toward foreign countries.”’ 

4. That insurance cannot be made and will not be considered as a 
subject of inter-State commerce until Congress acts upon it, just as wheat 
or cotton becomes a subject of inter-State commerce only by taking on an 
attribute conferred by Congressional legislation—that is, in its movement, 
toward another State or foreign country. 
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It is certainly to be admitted that the power of Congress can not be 
questioned by the courts until exercised by enacting a law; therefore, 
until Congress has enacted a law regulating insurance corporations, and 
the Supreme Court has a case denying the constitutionality of said law, 


we may safely rest the question. The fact is also evident that Congress 
has repeatedly exercised the commerce power to regulate corporations 
chartered by the States—such as railroad, telegraph, navigation, etc.—all 
of which laws have been sustained by the Supreme Court. 

Says an eminent professor of constitutional and international law: 
bureau of insurance and to regulate insurance matters so far as they 
are inter-State or international, but not so far as they are confined wholly 
within a State. Such a bureau might have general supervisory power.” 


5. That it is neither an infringement of State sovereignty nor a hin- 
drance to the legitimate scope of State supervision. 

6. That it is not an attempt to abolish the Insurance Department or 
oa ewer of Insurance Commissioner or Insurance Superintendent of a 

ate. 

7. That as only the corporations transacting the business of insurance, 
“outside the limits of the State which incorporated them,” shall come 
under the provisions of the law of Federal regulation of insurance corpo- 
rations, it will not interfere with home rule for home companies, but will 
only apply to inter-State companies. 

8. That the Pattison and Platt bills heretofore introduced in Congress 
have specifically declared for exemption of “corporations transacting the 
business of insurance wholly within the limit of the State which incor- 
porated them.”’ 

9. That it will help to lift the heavy hand of taxation from the pre- 
miums paid by the insured, and thus remove the necessity of corpora- 
tions collecting taxes from the provident portion of the people so as to un- 
necessarily swell the treasuries of the States. 

10. That it will promote the public welfare, and that “it will add an 
additional safeguard to the many millions of policyholders and their de- 
pendents, the beneficiaries, and give these policyholders the additional 
guaranty of national as well as respective State regulation.” 


STIPULATED PREMIUM LIFE INSURANCE. ITS EVOLUTION FROM 
ASSESSMENT INSURANCE, AND ITS FUTURE. 


BY CHARLES M. TURNER. 
POSITION DEFINED. 


In order that my attitude toward the two extremes of insurance prac- 
tice, as represented by the so-called assessment and “old line’ schools, 
respectively, may not be misconstrued, I shall define it at the start. 

I am not and never have been an advocate of assessment insurance, and 
have always held that the principle as embodied in post-mortem assess- 
mentism could not long endure. Its defects are congenital and incurable. 
In assessing for mortality cost after the event, the cardinal error is made 
of furnishing insurance upon credit. The practice of assessing for merely 
current mortality while the mortality is sub-normal because of recent 
selection, educates the membership to a false standard of cost, and when 
it is exposed to the strain of an increasing mortality, the best—because 
the healthiest-—-element deserts, as the payment of assessments is entirely 
optional, and non-payment incurs no money penalty. Such adverse selec- 
tion leaves with the company the weak, the sickly, and the aged, which 
in turn must intensify the death-rate, resulting in still further defection; 
the effect being cumulative. These twin evils, or rather, these evils re- 
lated as cause and effect—credit insurance and adverse selection—go hand 
im hand and are inseparable; the inevitable result is a decreasing income 
and increasing mortality, which must end in disaster. 

I am also opposed to the theory of net reserves as a standard for deter- 
mining the present and future liabilities of a company, and which by law 
is made an arbitrary test of solvency. The assumption is, that every con- 
tract entered into will mature in strict accord with its terms, that deaths 
will ocur in conformity with a table of mortality arbitrarily adopted as a 
standard, and that money will earn and continue to earn a pre-determined 
and fixed rate of interest. The factor of lapse, which follows a rigid law 
as regular and certain as mortality, is entirely ignored. Failing to recog- 
nize lapses as an element in the construction of rates, the premium is 
made unnecessarily high, the accumulations excessive, and beyond the 
needs for commercial solvency. 

I advocate a system of life insurance which occupies a middle ground 
between these two extremes, a system which avoids the errors and 
uncertainties of assessmentism by collecting in advance fixed premiums 
sufficient to provide for current mortality, and an adequate reserve against 
the increasing cost consequent upon the advancing age of policyholders; 
not upon the theory that all policies issued will become claims, but upon 
a basis which recognizes lapse decrement as a factor; a system which 
requires policy valuation and the maintenance of a statutory reserve, not 
as an inflexible liability, the alternative of which is a receivership, but 
rather a system under which an impairment means an adjustment of in- 
surance liabilities to existing assets; in brief, I am an advocate of the 
Stipulated Premium System. 


INCEPTION OF ASSESSMENT INSURANCE. 


Like the birth-place of Homer, both the place and date of the origin 
of assessment insurance are lost in the shades of antiquity, for in our 
rapid age antiquity begins but a short time back. Such evidence as I have 
seems to point to Philadelphia as the cradle of assessmentism in this 
country, where was launched in March, 1867, the United Odd Fellows’ 
Life Association, an assessment concern, which survived until 1879, and 
during its career paid twenty-four death claims aggregating several 
thousand dollars. 

It is significant that the associations first formed confined their mem- 
bership to persons affiliated with some secret order, as Masons and Odd 
Fellows, or following a particular vocation, as telegraphers or bank clerks, 
or identified with a certain creed or sect, as in the case of the Jewish 
order Benai Berith. The reason is obvious; it was because these people 
were already in a way associated; they had a common interest which 
antedated in point of time and was outside of and above the realm of 
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insurance—the tie which bound them was charity, and the insurance fea- 
ture in that sense was incidental. In effect the earliest and crudest 
assessment concerns were fraternities, and the “‘Guild” feeling inculcated 
and promoted supplied a cohesive element, which despite all imperfections 
in their plans held them together for many years, some of them even to 
the present time; to so great a degree was this sentiment of loyalty to 
one’s order taught by the officers and acknowledged by the rank and file, 
that one who abandoned his lodge defied and offended public opinion in so 
far as the lodge was concerned. 

The assertion so frequently made, that assessment insurance started be- 
cause of the distrust and panic engendered by the numerous failures 
among level premium companies is not borne out by facts, since the 
period wherein the older companies were tried as by fire, and from which 
so many of them failed to emerge, did not begin until 1870, before which 
time no less than twenty societies on the assessment plan were in opera- 
tion in the Middle and New England States; nevertheless, the disasters 
which overtook ‘“‘old line’ insurance were to a great degree responsible 
for its phenomenal growth. Thousands, who, by the failure of such “old 
line’ companies, had lost not only their insurance but their accumulations, 
rushed into the assessment fraternities and societies, believing they would 
afford protection to their families (at cost) without the burden or risk 
of large deposits, which had been proved not only unprofitable, but unre- 
liable as furnishing added security. 

Societies and fraternities contemplating relief in event of sickness, acci- 
dent or death became daily more numerous and popular. The ‘‘pass the 
hat” craze had fairly started; men and women, without regard for selec- 
tion, joined some order; medical examinations were not required, habits of 
life were not considered, even physical condition was ignored; all were 
on an equal footing, young and old, strong and weak, sound and unsound; 
they came together in one great mass, contributing alike, regardless of 
condition, to the ‘‘hat’’ which was passed to furnish relief to the widow 
or orphan of a deceased member. 


NATIONAL CONVENTION OF MUTUAL’ LIFE UNDERWRITERS. EVOLUTION 


IN THEORY. 


As in the case of all great movements which originate spontaneously, 
and whose subsequent development is unforeseen, the National Convention 
of Mutual Life Underwriters—the body representative of all that is best 
and most progressive in assessmentism—was instituted. It came into 
being at the behest of a few of the men engaged in this so-called benefi- 
cent enterprise, not with the intention of forming an orgarization that 
should disseminate knowledge or wisdom upon the subject of life insur- 
ance, but for the purpose of counseling together as to the best methods 
of organization and for mutual advancement. 

It was not until the fourth annual meeting of this body, held in Wash- 
ington, D. C., October 15 to 16, 1879, that the proceedings were published. 
At this meeting statistics were submitted, mortality cost was considered, 
and the necessity of a change in methods and practices acknowledged. 
Papers were read advocating (1) Rates graded according to age of entry; 
(2) limitation of ages at which members might be admitted; (3) medical 
examination; and (4) rates advancing with age. Mr. Gardner, the presi- 
dent, read a paper in which he contended that the benefit paid to the 
widow and orphan was not a charity—the granting or withholding of 
which is always optional—but was in plain fulfillment of a contract, and 
therefore fell within the domain of business. 

These propositions would seem to us at this day the most common- 
place, but when advanced at that meeting must have seemed revolution- 
ary, as they contravened every illusion which up to that time had been 
cherished. Yet the committee to whom the several papers were referred, 
in every case endorsed the propositions made and soon—within a few years 
at least—they were so thoroughly accepted as principles of the business 
at large that to ignore them was to be unorthodox and anathema. Truly 
the spirit of progress had taken possession; evolution in assessment life 
insurance had commenced. 


GROWTH—NUMERICALLY AND FINANCIALLY. 


At the meeting above referred to the statistics submitted showed 136 
societies actively engaged in the assessment business. Of these sixty-four 
were under Masonic auspices, thirty-seven were confined to Odd Fellows, 
eight were Jewish, and the others, twenty-seven in number, were classified 
as “miscellaneous,” and included organizations composed of grangers, 
commercial travelers, book binders, boatmen, etc. These 136 societies had 
been in business an average of nearly seven years, had 250,000 members, 
had disbursed nearly $14,000,000 in death benefits at an average annual 
cost of $9.13 per $1000 for all ages. The indemnity in force amounted to 
$428,000,000, with accumulated funds of about $2,000,000. 

At the twenty-second annual meeting of the national convention (Sara- 
toga Springs, N. Y., June, 1897), the statistical report shows the magni- 
tude the business had attained at the close of 1896, the year in which the 
high water mark of assessmentism was reached. 


Number of companies reporting.........ceeeeeceeeeeceeceecee 650 
Number of members......0..ccccccccccccccccccccccccccccccccs 4,039,062 
Finsuvaties 105 fOrGGe occ cc cccccccccsceedsnseddacccddsevedcoocess $7,799,428,000 
Income during the year......ccccccccccccccccccccecccccccccece 103,831,589 
Payments to members during the year.............e+seeeeeeee 73,030,497 
WME oii ccccccccaccdccade.. Shandseareudladcdudsaaucaessaicube 62,577,511 
Amount paid to members since organization.................. 711,715,454 


The above exhibit marks the advance made financially and numerically 
in the brief period of eighteen years. What changes and improvements 
had occurred in other ways, what advances made in the process of evolu- 
tion from a form of voluntary charitable aid, to a system of insurance dis- 
pensing millions annually in redemption of business contracts! 


EVOLUTION IN METHODS OF ASSESSING. 


The first marked advance was in changing from an assessment uniform 
at all ages, to one graded according to the mortality rate at age of entry. 
The next step was in substituting assessments called at fixed intervals 
of two, three or four months, for those levied at uncertain periods as 
deaths occurred. For such associations as adopted this improvement it 
marked the end of the “hat passing’ era. Some went further and not 
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only graded rates at age of entry, but increased them from year to year— 
the “natural rate’ or at intervals of five years—the so-called ‘‘step rate.’ 
A few of the business associations graded the mortality rate according to 
age at entry and loaded such assumed mortality cost with an arbitrary 
percentage which was reserved to provide for an abnormal mortality in 
consequence of an epidemic or from the increasing cost incident to advan- 
cing age. 

This was the first formal recognition (about 1880), of the principles of 
reserves in assessment insurance, a percentage loading upon current cost 
only. No definite sum was set aside; consequently there was no regularity 
in the increase of reserves. An abnormally low death rate must of neces- 
sity be accompanied by a correspondingly small accumulation; therefore 
insufficient resources with which to meet the increasing cost when the 
mortality rate varied to the other extreme, as in the nature of things 
might confidently be expected. 

EVOLUTION IN CONTRACTS. 


Concurrent with these changes in rates and methods of collection, 
changes no less significant had been made in the instrument defining the 
duties and obligations of the parties to the contract—known in early days 
as the certificate of membership; which certificate provided for the pay- 
ment to the beneficiary of an amount ‘‘not to exceed” a certain designated 
sum “as might be realized from an assessment upon surviving members.” 

The promise to pay a sum “‘not to exceed” a certain amount if realized 
from an assessment was followed by the promise of a definite sum, con- 
ditioned, however, upon its collection by assessments. The advent of 
periodical calls for minimum amounts, and the accumulation of reserves, 
resulted in the issuing of a contract promising the payment of the face 
of the certificate, to be made out of the proceeds of the next assessment; 
the deficiency, if any, to be made good from the surplus of previous 
assessments. Finally, with the growth of surplus funds and revision of 
laws, the associations assumed and issued policy contracts promising 
unconditional payment of their face. 


EVOLUTION IN ASSESSMENT LAW. 


Under the common law of England, which we inherit, insurance—inas- 
much as it involved a contract in the nature of a wager—was prohibited 
on the broad though mistaken ground that it contravened public policy. 
The business of insurance, then, is peculiarly the creature of positive and 
affirmative legislation, and theoretically, at least, cannot be carried on in 
the absence of such legislation, the mere want of specific authority being 
in itself a prohibition. 

Even the earliest assessment associations were chartered by the States 
of their origin, either by special act, or under the general corporation law, 
or under a statute regulating the formation of social, charitable and 
benevolent associations. In no case were they ever chartered under the 
insurance law, and thus is emphasized, if emphasis were needed, the fact 
that they neither claimed of themselves to do, nor were recognized by 
others as doing, an insurance business. Their work at first and for sev- 
eral years bore so plainly the impress of associated charity that it at- 
tracted no attention from the law making bodies. 

Assessmentism had attained a measure of strength and popular favor 
unprecedented in history, before the regular companies realized the for- 
midable character of its opposition, and before the State Insurance Depart- 
ments and legislatures awakened to the fact that promising, as it did, 
indemnity upon the contingency of death, it was in reality a species of life 
insurance, properly amenable to insurance law, and subject to regulation 
and supervision. ; 

In a business growing as this grew, it was inevitable that in time its 
status would be judicially defined, and just as inevitable that when that 
definition was made it would be to the effect that the business sought to 
be done was essentially insurance, and that it could only be done in com- 
pliance with insurance laws. This, in fact, was the decision of the 
Supreme Court of Missouri, in November, 1880, which was followed by 
similar decisions in a number of other States and in Canada. The prin- 
ciple then seemed to be settled that while no law could prevent the volun- 
tary association of persons and their agreement to contribute a sum of 
money to the beneficiary of a deceased associate in the form of charity, 
yet where a formal contract or agreement was entered into, by the terms 
of which the beneficiaries of deceased members received a benefit, and 
by which the surviving member was bound for the payment of any specific 
sum, this was a contract of life insurance and as such fell within the 
purview of the general insurance laws unless specifically exempted by 
statute. 

While unwelcome to the assessment associations these decisions had at 
least the merit of marking the way plainly before them. It became impera- 
tive that they not only secure exemption from the general insurance laws, 
but in addition secure laws applying specifically to their own system. 

Massachusetts legalized assessment insurance through an act passed in 
1875, exempting certain associations from compliance with the general 
insurance law. In 1880 this was supplemented by an act requiring annual 
reports to be made to the Insurance Department and permitting such asso- 
ciations to hold, in anticipation of future claims, the amount of one assess- 
ment upon all their members. This provision was afterwards broadened 
and all limit of reserves to be held by an assessment association was 
removed. 

In New York State, after doing business for ten years or more, prac- 
tically beyond the pale of insurance law, and after defeating attempted 
legislation which would have required of them the same deposit and valu- 
ation as was required of ‘‘old line’? companies, the associations of the 
State, through a committee appointed for the purpose, prepared a bill 
which became a law. It exempted the associations from the deposit 
required of legal reserve companies, provided for annual reports, visita- 
tion and inspection by the Insurance Department, and authorized the 
Superintendent to refuse a certificate of authority to business corporations, 
when, in his judgment, refusal would best promote the public interest. 

By this time the question of legislation and the settlement of the legal 
status of the companies, had become a matter of the gravest concern. 
Accordingly a committee representing the national convention met in 
Cincinnati and drew up an appeal to the legislatures, setting forth the 
necessity and advantage of a uniform inter-State law for the regulation 
and government of assessment associations. They drafted a bill and 
asked that it be made uniform. This bill subsequently proved to be the 
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prac’ _ assessment legislation, in whatever States such legislation was 
enacted. 

By successive steps, gradually and without violence, had evolved within 
a few years a form of insurance which required payment by the insured 
of definite amounts at fixed periods, graded according to age, instead of 
flat assessments at uncertain periods, and alike for all ages. The*‘‘certifi- 
cate of membership’”’ with its steel plate widow being ministered to by 
steel plate angels, and decorated with a ponderous seal defining the par- 
ticular ‘‘order or society,’’ had become a plain contract or policy of insur- 
ance; ‘‘assessments’”’ had assumed the name and were paid in the form of 
premiums; and the assessment provision itself, the head and front of the 
original certificate, had been relegated to the back of the policy and had 
become a mere “‘safety clause.’”’ From a form of charity unrecognized 
by insurance law, and permitted only to beneficent orders, fraternities or 
societies, had evolved a system.of insurance, protected by specific legisla- 
tion and subject to State supervision. Yet through all changes, and 
despite all sugar coating, the essential character of the business remained 
the same. It was still post-mortem; still a credit system; still insurance 
on the principle of ‘‘pay as you go or let go without paying;”’ still a busi- 
ness done under a one-sided contract, the breach of the conditions of 
which by the only party who could break them, involved no adequate 
money penalty; still, in fine, a system wherein every member who died, 
every member who lapsed, and every member who remained, died, lapsed, 
or remained ever in debt to the association. What assessment insurance 
needed for its perpetuation and success was to be recast on new lines, and 
the dawn of a new day was even then at hand in the advent of the Stipu- 
lated-Premium System. , 


STIPULATED PREMIUM LIFE INSURANCE. 


May be defined as, (1) a system which requires from the insured the 
payment in advance, and at regular intervals, of fixed sums called pre- 
miums. (2). A system requiring an annual policy valuation and the main- 
tenance of a statutory reserve based upon mortality tables for attained 
age. (3). A system under which an impairment in the reserve is met by 
an adjustment of insurance liabilities to existing assets. (4). A system 
under which the component parts of premiums and their uses enter into 
the contract between the insured and the company. 

(A). A system requiring the payment in advance of premiums in excess 
of current mortality, effectually corrects the error of assessmentism, viz., 
that of selling insurance requiring such advance payments cannot suffer 
from adverse selection, as the insured has with the company a deposit, 
and may not be permitted to withdraw without leaving a proper surrender 
charge. 

(B). The requirement of a statutory reserve upon all outstanding insur- 
ance, computed on experience tables at the attained age of the insured, 
compels the adoption of premium rates in excess of mortality rates at'age 
of entry. 

(C). An impairment in the reserve of a life insurance company by no 
means indicates commercial insolvency; it simply shows that the standard 
of theoretical solvency has been set too high for the actual experience of 
the company. Nevertheless in event of such an impairment the arbitrary 
conditions of the law governing ‘‘net reserves’ compels the appointment 
of a receiver and accompanying failure. Under the Stipulated Premium 
Law, in event of such an emergency, there would be a temporary reduction 
of insurance liabilities conforming to existing assets. Receiver’s fees 
would be saved, the total loss of insurance would be changed to a tem- 
porary partial loss, and finally and most important, the company would be 
saved to its policyholders. . 

(D). Compulsory separation of mortality, reserve, and expense elements 
of the premium, and the requirement that mortality and reserve funds be 
kept inviolable and sacred for the purposes for which they are created, 
limits the expenses of management, and guarantees the proper use of 
surplus accumulations. 


EXCESSIVE RATES. 


It is, I believe, quite generally admitted by the advocates of ‘‘net re- 
serves,’ that the premium rates made necessary thereby have been in 
excess of the needs of the companies. If a denial should be made, to prove 
the statement, one has only to refer to the over payments, called ‘‘divi- 
dends,’’ which the companies operating under this system have returned 
to their policyholders, and the confessed enormous surplus which they 
are now holding. A compilation of the business of eleven companies 
which have been in business an average of forty-eight years, shows their 
premium collections to have been $2,527,954,399, from which they have re- 
turned in dividends $390,249,606, and are now holding in excess of the 
required reserve, $169,867,271, a gross accumulation of surplus by these 
eleven companies of $560,116,877, over twenty-two per cent of their entire 
premium collections. 

A certain stock company issues only non-participating policies, and in 
lieu of dividends and tontine profits, offers as an attraction a reduced 
premium rate. The reduction approximates twenty per cent of the gross 
premium charged by mutual companies and is but a trifle over the amount 
required for ‘‘net reserves.’”? As no dividends are contemplated or paid, 
all accumulations in excess of contract guarantees belong to the company, 
and not to the insured. The record is as follows: Thirty-four years in 
business; total premium collections $32,882,595; income from other sources 
$11,493,010; total income $44,375,605; paid for death claims $10,018,042; 
endowments $1,762,577; surrender values $2,785,042; expenses of manage- 
ment $10,137,637; assets December 31, 1898, $20,787,113, of which $1,727,706 
was surplus. 

For thirty-four years the company in question has paid all current 
claims, has maintained the full net reserve and a substantial surplus, 
with a premium rate reduced approximately twenty per cent. In addition 
to the above the accumulations (principally from lapses), have permitted 
the company to use for expenses and profits to stockholders over ten 
millions of dollars, a sum equal to 30.8 per cent of the entire premium 
income. As in the thirty-four years’ actual experience only 44.3 per cent 
of the premium income has been needed to pay all claims of every kind 
and nature, and as future accumulations may confidently be expected to 
equal or exceed those of the past, the folly of maintaining a- reserve 
approximating $18,000,000, a sum which aggregates fifty-four per cent of 
the entire premium collections, is apparent. 
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PoLicy EXPERIENCE OF ASSESSMENT COMPANIES. 


One of the most important works ever undertaken by the National Con- 
vention of Mutual Life Underwriters was the collection and tabulation of 
the policy experience of the representative assessment companies, among 
which was the experience of the Massachusetts Benefit Association of 
Boston, which was organized and began business in October, 1879. Start- 
ing at an opportune time and under a management which, whatever its 
faults, did not lack energy, it became one of the most prominent assess- 
ment companies in the country. During its career of over seventeen 
years it sounded the whole gamut of assessmentism, issued a dozen forms 
of policies, raised its rates several times, re-insured a number of mori- 
bund concerns without medical re-examination, experienced all the evils 
of adverse selection and the heavy cost it entailed in the resulting death 
losses, and finally, in 1897, with some $900,000 of unpaid losses, and assets 
approximating its indebtedness, it passed into the hands of receivers, 
where its affairs remain awaiting final settlement after the leisurely cus- 
tom of these gentry. During its career of seventeen years it had furnished 
temporary protection—under the delusion that it was insurance—to many 
thousand policyholders, and had paid in losses over $16,000,000. 

Here, then, is a typical assessment company which ran a typical assess- 
ment course. It was born, grew and flourished mightly, reached its too 
early maturity, decayed, and died. 

The policy experience of the association in question gives complete data 
for sixteen of the seventeen years of its existence; the number of policies 
in force, age by age and year by year, and the number, age by age and 
year by year terminated respectively by mortality and lapse. The ques- 
tion quite naturally arose: ‘‘What would have been the history of this 
association had the New York Stipulated Premium Law been in force in 
Massachusetts at the time of its organization, and the company fad quali- 
fied under it, all other factors of the problem remaining the same?” 

Beginning, then, with the year 1880, the net yearly term rates at age of 
entry, according to the Actuaries’ Table, loaded twenty-five per cent, were 
assumed to have been collected from the members exposed to the risk of 
death. From the total of the net premium receipts for the year, the total 
payments to members were deducted, and the balance increased by two 
per cent current interest. The deaths and lapses were deducted, the per- 
sistent members carried forward, and the process of collecting premiums, 
paying losses, adding interest, deducting deaths and lapses, etc., etc., was 
repeated to the close of the year 1895. 

The final result of this computation carried along from year to year for 
the entire sixteen years, shows that had the minimum rates fixed by the 
New York law been required from the policyholders of the Massachusetts 
Benefit as a net premium payable in advance, and yearly balances in- 
creased at four per cent interest, all losses could have been paid in full, 
and at the time of its last report the association would have had to the 
credit of its policyholders, over and above all outstanding indebtedness, 
the sum of $4,588,539.08. The reserve required under the New York law 
would have amounted to $2,549,370.49. There would, therefore, have been 
a ratio of assets to liabilities of 166 per cent, and a surplus of sixty-six 
per cent, or expressed in figures, $2,039,168.59. 

Table, showing results provided minimum stipulated premium rates 
had been applied to the actual policy experience of the Massachusetts 
Benefit Life Association: 
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Number | Net Premium Excess of Reg Se pe 
YEAR. _—— | Receipts During and Pay- —— ~ Each Year, 
SrIne Year, ’P hechald. | Two Pe ro Improved at 
Year. Policyholders | phone ent |Four PeciGonr, 
$ $ $ $ 
| rae 2,614 119,793-32 40,000 81,389.19 81,389.19 
BOSE. 5 occ §; 290,748.82 92,000 202,723.80 287,368.55 
1 eee 7,706 387,752.45 148,000 244,547.50 543,410.79 
ROB sccccns- 9,386 478 811.40 191,000 293,507.63 858 714.85 
VC eae 10,388 534,040.35 287,000 251,981.16 1,145,044 60 
Ds Ee 11,148 565,989.07 441,250 127,233.85 I,318,080.23 
oS eee 13,260 689,743-79 421,500 273,608.67 1,644,412.11 
cl Gees 14,004 727,832.55 507,000 225,249.20 1,935,437-79 
cf eee 17,127 873,049.17 603, OT 275,347-13 2,288,202.43 
1889. 2..6..- 22,975 1,208,350.60 720,152 497,902.57 2,877,693.10 
ROO ces sacs 25,584 1,418,813.37 969,100 458,707.64 2,992, 8c0.82 
| a 29,689 1,594,144 26 1,290,150 310,074 15 3.422,587.00 
SIGE. cccivces 36,665 1,948,535-26 1,664,100 290,123 97 3,849,614 45 
po ere 37,935 2,000,458.09 1,756,008 249.339-09 4,252,938.12 
1894...... 43,136 2,162,985.02 1,971,118 | 195,704.36 4,618,760.00 
1895.-.--++-) 56,026 | 2,595,999.05 | 2,270,564 | 331,943.75 5,135,454-15 
‘ i 
SUMMARY. 
Gross assets at close of 1895......ccccccccccccccccccccsccccceces $5,135,454.15 
Unpaid losses, claims in process, CtC.......eeeeeeeer cere eeeeee 546,915.07 
WGN WIND e.g cacduccucucGedés sctsesceseciosdebunchotunmeeunes $4,588,539.08 
Net value of policies computed as required by Stipulated 
Premium Law of New YOork......cccccscccccccccccccccccence 2,549,370.49 
Net surplus December 31, 1895....... Lcecanencavuececseae cane $2,039,168.59 
Ratio of gross assets to total liabilities.....-..-..++....sseeee, 166 per cent 


The above illustrations conclusively prove that the premium rates made 
necessary by a theoretical net valuation are excessive, and that had the 
failing assessment company been operated upon an advance premium 
system, assuming the minimum rate permissible under the Stipulated 
Premium Law of New York (notwithstanding all its mismanagement, and 
the fact that from its inception it was a veritable slop bucket and dump- 
ing ground for impaired risks), it could have paid every claim incurred, 
and at the time of failure would have been absolutely solvent, and pos- 
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sessed of a handsome and sufficient surplus, with every reason to believe 
it would have always remained in that condition. 


SUBJECT UNDER DISCcUSSION—LIFE INSURANCE, NoT INVESTMENT. 


The subject under discussion is life insurance, not investment, and the 
contention is, that a system of advance payments based upon past experi- 
ence, rather than upon theory and assumptions, which will reduce the cost 
without diminishing the security, is possible. Where the contract departs 
from pure life insurance, and partakes of investment, the whole situation 
is changed, and in so far as the investment feature applies, it is not my 
purpose to advocate a standard less rigid than that applied by net valu- 
ation on a four per cent basis. The Stipulated Premium Law, above re- 
ferred to, compels upon all policies having investment features such valu- 
ation, as 2 minimum, and the maintenance of the largest reserve required 
by any law. 

MINIMUM RATES NECESSARY. 


It is an absolute necessity that life insurance be furnished for the lowest 
cost consistent with safety; the future important interests of thousands 
and tens of thousands of widows and orphans demand it. The problem 
then is, what is the lowest net rate which, paid in advance, will provide 
for current claims, and in addition provide a sum (augmented by interest 
and the forfeiture of those who lapse) sufficient to overcome the increasing 
cost consequent upon the increasing age of those who remain? For 
answer to this question all the essential data were furnished in the experi- 
ence of the Massachusetts Benefit Association. 

In venturing an opinion that safe life insurance can be furnished upon a 
system requiring a smaller reserve, and therefore at a smaller premium 
rate than that imposed by net valuation, I am aware of the fact that I 
invite the criticism of eminent actuaries who, perhaps, for more years 
than I have lived, have made a study of the subject. I also admit that, 
from a theoretical and purely scientific standpoint, no argument can be 
successfully made against the array of figures and statistics which these 
honorable gentlemen can produce. Yet it is an indisputable fact that the 
past actual experience of companies is at variance with their theories and 
assumptions. This being true for over half a century of life insurance 
experience, why should the millions of policyholders who desire only life 
insurance unmixed with banking or investment, longer bear the burden 
of net reserves, or its technical requirements longer remain an arbitrary 
test of solvency, endangering alike the important interests of the insured 
and company? 

In one of the systems of Chinese mythology the world is supposed to rest 
on the back of a huge tortise; the problem of what the tortoise rests upon 
is religiously ignored. “Old line” life insurance rests upon the huge 
structure of ‘‘net reserves.’’ The foundation of ‘‘net reserves,’”’ like the 
support of the tortoise, must forever remain locked among the secrets of 
those who invented the fable. 

Assessmentism rests upon the shifting sands of the desert of “‘credit.” 
It pursues the ever receding phantom of new blood and average age. Its 
resources are problematical and fictitious. Its liabilities are real and 
cumulative. Unscientific and lacking in all the elements of safety or 
permanence, it is not and cannot become either profitable or reliable. 

Stipulated premium insurance rests upon the foundation of a policy 
valuation which is based upon actual experience, rather than arbitrary 
assumptions, and the whole structure is founded upon the indestructible 
principle of flexibility, alike in liabilities as in assets. 

In the decade from 1870 to 1879, when the foundation of so many life 
insurance companies—‘‘net reserves’’—crumbled, and the massive struc- 
tures reared thereon were hurled to earth in shapeless, hopeless ruin, the 
pendulum of public favor and patronage swung to the other extreme, 
“assessmentism.” With the recent failure of assessment companies— 
every one of which came from the curse of the credit system—it has swung 
back to “net reserves.”” Eventually it will assume its normal and proper 
position. It will then rest upon the middle ground system, based upon 
actual experience rather than arbitrary assumptions, upon flexibility, alike 
in liabilities as in assets, upon a system wherein the component parts of 
the premium, and the uses to which they shall be applied, enter into the 
contract between insurer and insured; and when that time comes—as 
surely it will—the people will have found the true Mecca in life insurance. 
Then, and not until then, will the important interests of the insured cease 
to be menaced by State valuation; then, and not until then, will the in- 
sured rightfully participate in accumulations; then, and not until then, 
will there be freedom and publicity; then, and not until then, will the 
threatening clouds roll from off the horizon of American life insurance. 
Who can foretell the unlimited measure of success which the future has 
in store for the stipulated premium system? 





Maryland Casualty Reinsures Union. 


Tue Maryland Casualty Company has entered into an agreement with 
the Union Casualty and Surety Company of St. Louis, whereby it ac- 
quires all the Union’s unexpired risks in its steam boiler, elevator, 
sprinkler leakage and liability departments. The Union has agreed not 
to write any new business in the above branches, but will assist the 
Maryland in securing renewals of the risks as they expire. The Maryland 
has agreed to assume the liability for all accidents and casualties occur- 
ring after September 1, 1899, in the classes named, all outstanding claims 
prior to that date to be settled by The Union. The pro-rata amount of 
premiums in force is about $200,000, which means an annual premium of 
about $400,000. 

This is one of the largest deals of the kind ever known to have been 
made in accident or casualty insurance, and should be of a very profitable 
nature to the Maryland, whose president, John T. Stone, consummated the 
deal in a most successful manner. The Union Casualty will henceforth 
write only plate glass and personal accident business. 





MERE MENTION. 


Life Insurance Notes. 
—The United States Life wif do business in Montana. 
—Frank Price has been appointed general agent of the Germania Life at 
Kansas City. 
—Benjamin C. Bragg of Springfield has been appointed special agent of the 
Union Central Life for Western Massachusetts. 


—The Union Central Life of Cincinnati has just passed a very satisfactory 
examination by the Insurance Departments of Ohio and Illinois. 


—E. F. Spicer has been appointed Iowa manager for the Massachusetts Mutual 
Life, with headquarters at Des Moines. He succeeds George Lisander. 


—The Life Insurance Clearing Company of St. Paul will close its troubled career 
by reinsuring its risks in the Security Trust and Life of Philadelphia. 


—W. H. Reed, formerly general agent of the Phoenix Mutual at Kansas City, 
has been appointed special agent of the New England Mutual for the same 
territory. 

H. M. Hunter, Philadelphia general agent of the Northwestern Mutual Life, 
has resigned to become New York City manager for the Hartford Life. His 
offices will be in the Dun Building. 

—A great many companies are using the addressograph for addressing en- 
velopes to their agents. It is a convenience where there are many letters sent 
out. A boy can address 1000 envelopes in thirty minutes with the machine. 


—Edmund J. Whittemore, for the past ten years general agent for Connecticut 

ot the National Life Association, has been appointed district manager, with head- 
quarters at Hartford, for the New England Mutual Life Insurance Company of 
Boston. 
_—The fifth annual outing of the Equitable Lunch Club of Pittsburg, held last 
week, was an occasion of thorough enjoyment to the agents and their families 
and friends. Many novel and amusing contests and games were indulged in. 
Edward Agnew, the oldest member of the Equitable’s Pittsburg staff, was pre- 
sented a silver loving cup. 

—Some time ago sixteen resident companies of Omaha complained against the 
issuance of “board contracts” by the State Life of Indiana. Commissioner 
Bryant has not upheld these allegations and charges, but has ordered that the 
company abstain from doing business in Nebraska until it is legally authorized 
to insure in its own State. 

—Life companies have recently realized that they have been victimized for 
some time past by a number of unscrupulous doctors, who make a practice of 
treating men afflicted with incurable diseases, to enable them to pass medical 
examinations. Such diseases as consumption, Bright’s disease and heart trouble 
can be quite easily concealed for a short time by these swindlers. 


—Mrs. Mary L. Poursine of New Orleans has received from the New England 
Mutual Life $1000 in payment of a policy issued to her husband in 1874, on which 
two annual premiums had been paid. Poursine died in May, 1879, but the policy 
issued under the Massachusetts non-forfeiture law was carried by the reserve in 
full force until November 9, 1880. Although not legally obliged to pay the 
policy, notice not having been given of death of insured within two years, the 
company paid the claim in full. 

~The Western Mutual Life of Chicago has now, it is hoped, started on a new 
lease of life, the reorganization which has been in progress for some months 
past having been completed. J. V. Clarke, the new president, stands high in 
Chicago’s financial circles, and the company will profit largely by his experience. 
‘The agency corps is a most energetic one, and will, as in the past, keep the home 
office force busy writing policies on the applications sent in. Policyholders who 
have stuck to the company through its troubles will aid in upbuilding a success- 
ful institution. 


Fire Insurance Notes. 

—At auction last week 160 shares of Howard Fire sold for $18 for the lot. 

—An automobile fire engine is to be added to the equipment of the Woodbury, 
N. J., fire department. 

—Virginia Fire and Marine has appointed Charles W. Blair of Huntington, W. 
Va., special agent for that State. 

—J. H. Southgate of Durham succeeds Alex. Webb as president of the North 
Carolina Fire Underwriters Association. 

—Atchison Underwriters Association has amended its constitution so as not 
to conflict with the Kansas anti-trust law. 

—British and Foreign Marine of Liverpool, which withdrew from Wisconsin 
in 1895 has been readmitted to that State. 

—Imperial of London has reinsured the Georgia business of the Milwaukee 
Mechanics, amounting to about $10,000 in premiums. 

—W. M. Haynes has been appointed by the Queen to succeed E. B. Keeling 
as special agent for Alabama, Mississippi and Louisiana. 

—General Manager Deuchar of the Caledonian arrived last week on the Cam- 
pania, and Manager Carl Schreiner of the Munich on the Auguste Victoria. 


—A meeting is to be held September 12, in Buffalo, of experts from the New 
England Exchange, South-Eastern Tariff Association, and similar other organiza- 
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tions to discuss the advisability of uniform treatment by underwriters of acetylene, 
electric lighting and other hazards, 


—Phenix of Brooklyn has transferred the offices of its Southern department 
from the Equitable Building to the Prudential Building, Atlanta, Ga. 


—Insurance Commissioner Young of North Carolina is making efforts for the 
detection of those who are doing business contrary to the insurance laws. 


—Goodwin, Hall & Henshaw have secured an appointment as agents of the 
National of Ireland, with an independent line, reporting direct to the Hartford 
office. 


—F. J. McAnlay, who recently resigned as special agent of the Continental in 
Illinois, to accept a similar position with the Connecticut Fire, has reconsidered 
his resignation, and will remain with the Continental. 


—Augusta, Ga., has recently completed a reservoir near that city, which will 
give it a much increased water supply. This added protection of the city’s prop- 
erty shows most conclusively its prosperity and growth. . 


—Three new companies have filed articles of incorporation, and will soon be 
ready for business. ‘hey are the German Fire of Des Moines, the Farm Property 
Mutual of Des Moines, and the Farmer’s Mutual of Seattle, Wash. 


—National Mutual Church Fire Association of Lisbon, Ia., in order to meet 
outstanding claims has levied an assessment of forty per cent. It is reported 
that hereafter the company will confine its operations to Iowa and Nebraska. 


—Fire Insurance by States, from 1880 to 1898, by Charles A. Jenney, F. S. S., 
has been received, with the compliments of the compiler. The high standard of 
accuracy and completeness attained by past volumes is fully maintained in this 
year’s book. 


—Capital Fire of Concord, N. H., on account of its increasing business has 
found it necessary to remove its offices from the United Bank Building to more 
commodious quarters in the Acquilla Building, at the corner of Main and Pleas- 
ant streets, Concord. 


—Atlanta Home has given notice of its withdrawal from the South-Eastern 
Tariff Association on account of the trouble at New Orleans. Such a move on the 
part of the Atlanta Home will result, it is said, in several companies refusing to 
support the Atlanta compact. 


—Western departments of fire insurance companies having offices in Chicago 
with jurisdiction over Michigan are being visited by examiners of the Michigan 
Insurance Department, to verify the returns for taxation made on last year’s 
premiums. They expect to find quite a number of discrepancies, judging from 
the amount of business reported written. In two cases companies have paid more 
than they should and these excess amounts will be returned. 


—Calcium carbide has been found to be stored in large quantities in many de- 
partment stores, and an inspection has just been made at the instance of the 
executive committee of the Chicago Underwriters Association, which will be at 
once reported to members. As rates will be advanced unless restrictions are 
conformed with, probably the largest dealers will find some method of keeping 
on hand sufficient quantities to meet the demands for it without storing it in the 
basement of the building. 


—Companies doing business in Arkansas will be advised by Attorney-General 
Davis not to furnish to the Secretary of State the affidavits required by the 
Rector anti-trust law. There is no law, he says, which can punish them if they 
decline to give the affidavits. In Missouri the Supreme Court declared the 
same affidavit unconstitutional, and that requiring a corporation to file it was 
virtually the same as requiring a man to testify against himself, which the law 
of the State exempts him from doing. 


—Executive committee of the National Board of Fire Underwriters has adopted 
the following: ‘‘Resolved, That a committee be appointed to prepare a paper on 
the relation of fire insurance to the community, such paper to be sent to each 
member three days in advance of a special meeting to be called.” F. C. Moore, 
E. C. Irvin, Henry H. Hall, J. H. Washburn and James Nichols were appointed 
on this committee. A committee was appointed to represent the board at the 
sessions of the ‘‘Civic Federation,” to be held in Chicago, September 13-16. This 
committee was composed of E. C. Irvin, F. C. Moore, H. F. Atwood, Robert B. 
Heath and William B. Clark. 








TOO LATE FOR CLASSIFICATION, 


—Frederick Gwinner, director of the Teutonia of Dayton, Ohio, died August 
27, at his home in Miamisburg, at the age of sixty-seven years. 


—W. Jj. Fetter of Kansas City, the prominent rate maker in Missouri, died 
September 2, as a result of an accident while attempting to board a moving cable 
train, August 6. 


—Charles H. Townsend and W. M. Crehan have been appointed State agents 
of the Travellers for Colorado, succeeding Samuel Lesem. They will do business 
under the firm name of Townsend & Crehan, with headquarters in Denver. 


—H. N. Dickinson of Pittsburg, formerly special agent of the American of 
Philadelphia for Western Pennsylvania and West Virginia, has resigned, to accept 
the special agency for the Fidelity of Baltimore for Pennsylvania, Western Mary- 
land and New Jersey. 





